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MAYOR^S FOREWORD 


I have great pleasure in introducing the 2011/2012 Annual Report of the uMlalazi 
Municipality, which is both a legislative and accountability requirement. In terms of Section 
46 of the Local Government: Municipal Systems Act No. 32 of 2000 and Sections 121 and 
127(2) of the Local Government: Municipal Finance Management Act No. 56 of 2003, the 
Municipality must prepare an annual report for each financial year and the Mayor must table 
such report in Council within seven months after the end of each financial year. 

This Annual Report is a culmination of the implementation of the Council’s adopted 
Integrated Development Plan and Budget and Service Delivery and Budget Implementation 
Plan for the 2011/12 financial year. 

This Report presents the institution’s achievements and challenges in improving service 
delivery and development. 

Achievements 

The Municipality’s progress in achieving its objectives in all five key performance areas will 
be outlined in this Annual Report. The key performance areas are as follows: 

1 . Basic service delivery and infrastructure development 

2. Municipal financial viability and management 

3. Municipal transformation and development 

4. Local economic development 

5. Good governance and public participation 

Some of the key achievements over the review period include the following: 

L Receipt of unqualified audit opinion from the Auditor-General. 

2. Participation in job creation projects, including the Extended Public Works 
Programme, Food for waste and Siza Bonke 

3. Achieved 2"*^ place in the Province for the Councils’ IDP 

4. Received “Best Planning and Spatial Development” as part of the Municipal 
Excellence Awards 

5. Awarded the trophy for the “Greenest Municipality” for second consecutive year 

The year ahead 

There are many issues which need to be addressed in the years to come in order to provide 
our inhabitants/communities with an improved quality of life. The principal and most urgent 
are ; - 

• The alleviation of poverty, primarily in the rural areas where there is significant 
unemployment, a need for quality housing and job creation projects such as the 
Extended Public Works programe and the local economic development programme. 

• The completion of the Bus and Taxi Rank project which will require pressure being 
brought to bear on the Department of Economic Development who are the providers 
of the greater part of the funding. 



There are many challenges that need to be addressed in an effort to eliminate these issues but 
with the assistance and forbearance of all, we will do our best to face them. 


uMlalazi continues to serve on numerous inter-departmental and inter-disciplinary 
committees, professional panels and in discussion groups which have, among their many 
aims ensured the alignment of efforts by province, ourselves and the central government m 
co-operating at all levels regarding service delivery details. 


My sincere thanks to my fellow Councillors for their diligent commitment to our calling to 
ser\'e the people of uMlalazi and to the many members of our staff which have set such high 


performance standards. 
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II PRESENTATION BY ACCOUNTING OFFICER 


It is my great pleasure to present to you the Annual Report for the current year under review 
2011/2012. 

In the past our Annual Reports, which we are obliged to produce, have served as general 
summaries of achievements and service delivery actions in the years under review. The most 
significant documents, which any municipality produces, are its Annual Reports, Integrated 
Development Plans and its Budgets. 

These documents are linked in that they revolve around how we spend funds on what the 
community needs, how we identify service needs and how we plan. In terms of the 
requirements of the Local Government Municipal Finance Management Act 56 of 2003 1 am 
enjoined to submit an Annual Report, which contains the following essential elements: 

□ Financial Statements for 201 1/2012 

□ The Auditor-General’s Report on these statements 

□ Assessment by the Accounting Officer on any arrears and service charges 

□ Corrective action taken in response to the issues raised in the audit reports 

□ Recommendations by the Audit Committee 

□ The Municipality’s Performance Reports 

n Ser\ice delivery performance details on key services provided, in an historical context 

□ A plan for addressing infrastructure backlogs 

The Annual Report covers many aspects of uMlalazi’s performance to provide a true, 
accurate and honest account of the goals set by its Council and will be placed on the uMlalazi 
municipality’s website in order to ensure full transparency and to reach a wider audience. 

The Integrated Development Plan (IDP) reflects the priorities for the year under review as 
well as indicators and targets of the capital expenditure for the next five years. 

The following are considered to be the Key Challenges faced by the uMlalazi Municipality: 

1. To continue to capacitate Ward Committees to effectively and efficiently 
participate in planning and development processes. 

2. To build on ihe good twinning relationship between the Geel local authority in 
Belgium and the uMlalazi Municipality. 

3. To transfer all community facilities to the Municipality. 

4. To facilitate the use of suitable community halls for multi-purpose uses. 

5. To ensure that the current 5 rural housing projects are completed successfully. 

6. To investigate how cell phones can be used as a communication tool to further 
improve communication between communities and the Municipality. 

7. To focus on rural tourism development in which the Municipal Area’s 
biodiversity, cultural heritage, opportunities offered along the Tugela River, cross- 
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border tourism opportunities and the tourism development opportunities offered 
by the Goedertrouw / Phobane Dam, are exploited in a sustainable meumer. 

8. To focus on agricultural development in which, amongst others, the establishment 
of co-operatives and agri-industries are investigated. 

9. To investigate how potable water can be used to the benefit of the Municipality 
and its communities. 

10. To find innovative ways in which inclusive LED can be realised. 

1 1. To ensure that officials and councillors are fully capacitated to deliver effectively 
and efficiently on the Municipality’s development mandate in a sustainable 
manner. 

12. To ensure continued improvement in inter-departmental and external 
communication (including IGR) in planning and development processes and 
delivery. 

13. To ensure proper spatial planning (and the roll-out of wall-to-wall rural planning 
schemes) in order that informed decisions can be taken with regards to 
development / investment through which the provision of community facilities, 
inifastructure and services, community development, economic development and 
human settlement, can happen in a sustainable manner. 

14. The addressing of all backlogs in respect of water and sanitation provision, 
electricity provision and solid waste removal taking due cognizance of the need to 
focus development and investment in areas where there is economic growth or 
the potential for economic growth. 

15. To ensure that in areas where there are no economic potential, investment will be 
focused on the provision of basic water and sanitation at RDP standards, with a 
greater focus on human capital investment through education and training. This 
will provide people residing in such areas with a greater range of skills and 
education in order to provide them with the means to seek opportunities 
elsewhere. 

16. To promote industrial development at Eshowe and Gingindlovu. 

17. To eradicate alien vegetation whilst at the same time creating temporary jobs in 
doing so. 

1 8. To reduce unemployment by 5% by 2014. 

19. To facilitate the provision and maintenance of essential rural access roads. 

20. To embrace all government and other progr^nmes that is aimed at providing both 
temporary and permanent jobs. 


uMlalazi continues to strive for the achievement of its goals to address these challenges. My 
sincere thanks the honourable Mayor, Deputy Mayor, Speaker and Councillors for their 
diligent commitment to serving the people of uMlalazi and to the many members of our staff 
which have set such high performance standards. 
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1. INTRODUCTION 


This Report is in accordance with legislative prescripts and includes the following 
documents: 

• The local authority’s Annual Financial Statements for the review year in terms 
of Section 126 of the Local Government Municipal Finance Management Act 
(MFMA) 

• The Annual Performance Reports in terms of Section 46 Local Government 
Municipal Systems Act 

• The Auditor-General’s Report in terms of Section 45 (b) of the Local 
Government : Municipal Systems Act 

• The Auditor-General’s Report on the Financial Statements 

• The responses to the issues raised in the Auditor- General’s Report 

The Integrated Development Plan (IDP) reflects the priorities for the year under review 
as well as indicators and targets of the capital expenditure for the next five years. 


VISION: 

"To provide sustainable services to all communities with 
emphasis on infrastructure, social and economic development 
in a safe and healthy environment managed by good 

leadership" 


MISSION : 

1. To develop the institution and to facilitate institution iii tran.srnrnialioii 

2. fo provide infrastructure and services to all. witli emphasis on rural 
communities, in a sustainable manner 

3. To develop and support sustainable local economic dcvclopmcnf, through 
focusing on tourism and agriculture development, and incorporuting the youth 

4. To develop and support social developmem iiiitiatives, particularly (hose focused 
on the youth and the v ulnerable 

5. To ensure good governance through lefidersbip excellence und community 
participation 

6. To ensure continued sound financial management 

7. To ensure effective and efficient Land Use Manageatteiift taking cognizance of 
sound environmental practices 
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2. THE MUNICIPAL STRUCTURE 
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3. MEMBERS OF THE uMLALAZI MUNICIPAL COUNCIL 
His Worship the Mayor Councillor T B Zulu (21 June 2011 — Current) 

> The Speaker Councillor E N Mtshali 

>> The Deputy Mayor Councillor M T-G Mchunu (2 1 June 2011 — 03 September 

2012) 

> The Deputy Mayor Councillor Prof N M Khubisa (05 September 2012 - Current) 

> The Chief Whip Councillor M M M Ntuli 
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4. LIST OF COUNCILLORS 


AFRICAN NATIONAL CONGRESS 

BIYELA N L (MS) - Ward 1 
DLAMINI ME- Ward 12 
HLATSHWAYO T A - Ward 26 
KHANYILE MM-Wardll 
MBUYAZI M (Exco) 

MTENGU FM-Ward6 
NDWALANE CT (Exco) 
NKWANYANA G Z - Ward 22 
QWABE M H - Ward 15 
SIMELANE B P (MS) 

ZONDI MG- Ward 20 
ZWANE EM- Ward 10 
INKATHA FREEDOM PARTY (IF 
CEBEKHULU MM-Ward7 
DLUDLA M - Ward 9 
LARKAN S B (Alderman) (Exco) 
MAGWAZA K B - Ward 14 
MBAMBO SG 
MZiMELA M M - Ward 23 
NGONYAMA DT-WARD2 
SCHOEMAN S (MS) 

XULU QT (MS) (Exco) 


(A N C) 

CEBEKHULU B5 
GAMEDE C (MS) (Exco) 

JAFFE EZ (MS) 

THE SPEAKER MTSHALI E N (Ms) 

MNQAYI NM (MS) -Ward 21 
NAICKER S 

NGEMA SG-Ward 13 
NTSELE T E - Ward 25 
SHANDU TG-Ward 17 
WOOLLATT I (MS) (Exco) 

ZULU NS- Ward 5 

HIS WORSHIP THE MAYOR ZULU TB (Exco) 

P) 

DLOLANE PG (MS) 

KHUMALO K -Ward 4 
MAGWAZA BC 
MAGWAZA MET 
MHLONGO ZA- Ward 8 
NDWANDWE I F- Ward 16 
POWELL J K - Ward 19 (Exco) 

TALMAGE EA- Ward 18 
XULU VM 
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NATIONAL FREEDOM PARTY (N F P) 


BIYELA M B - Ward 24 

M BATH A S K 

MZIMELA NS 

NGEMA B R L (Exco) 

NTULI MG 

THE CHIEF WHIP NTULI M M M - Ward 3 

SITHOLE SS 

THUSI BL 


THE DEPUTY MAYOR MCHUNU M T-G (Resigned -03 September 2012) 

DEPUTY MAYOR COUNCILLOR PROF N M KHUBISA (Effective 05 September 2012) 

DEMOCRATIC ALLIANCE (DA) 

MDLULI M F (MS) 
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5. COMMITTEE STRUCTURES & COUNCIL INFORMATION 


PORTFOLIO COMMITTEES 


EXCO MEMBERS 

His Worship the Mayor Councillor T B Zulu (ANC) 
The Deputy Mayor Councillor N M Khubisa (NFP) 
Councillor C Gamede (ANC) 

Councillor M Mbuyazi (ANC) 

Councillor C T Ndwalane (ANC) 

Councillor 1 Woollatt (ANC) 

Councillor J K Powell (IFP) 

Alderman S B Larkan (IFP) 

Councillor Q T Xulu (IFP) 

Councillor B R L Ngema (NFP) 


Financial Management Committee (3/35) 


Corporate Services Committee (3/32) 


Councillor T B Zulu (ANC) (Chairperson) 
Councillor N M Mnqayi (ANC) 

Councillor S G Ngema (ANC) 

Councillor S Naicker (ANC) 

Councillor M M Khanyile (ANC) 

Councillor MET Magwaza (IFP) 

Councillor S Schoeman (IFP) 

Councillor M M Mzimela (IFP) 

Councillor B R L Ngema (NFP) 

Councillor N M Khubisa (NFP) 


Councillor N M Khubisa 

Chairperson 

Councillor C T Ndwalane 

(ANC) 

Councillor M G Zondi 

(ANC) 

Councillor M M Khanyile 

(ANC) 

Councillor M EDlamini 

(ANC) 

Councillor N L Biyela 

(ANC) 

Councillor J K Powell 

(IFP) 

Councillor S G Mbambo 

(IFP) 

Councillor I F Ndwande 

(IFP) 

Councillor B L Thus! 

(NFP) 
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Fnaineering Services Committee (3/30) 

Communitv Services 

Committee 



(3/34) 


Councillor BRL Ngema (JVF/*) 

(Chairperson) 

Councillor C Gamede 

(ANC) 

Councillor CTNdwalane 

(ANC) 

(Chairperson) 


Councillor B P Simelane 

(ANC) 

Councillor E M Zwane 

(ANC) 

Councillor F M Mtengu 

(ANC) 

Councillor M H Qwabe 

(ANC) 

Councillor M Z Nkwanyana 

(ANC) 

Councillor C T Ndwalane 

(ANC) 

Councillor T A Hlatshwayo 

(ANC) 

Councillor S G Ngema 

(ANC) 

Alderman S B Larkan 

(IFP) 

Councillor Q T Xulu 

(IFP) 

Councillor D T Ngonyama 

(IFF) 

Councillor V M Xulu 

(IFP) 

Councillor K BMagwaza 

(IFP) 

Councillor M Dludla 

(IFP) 

Councillor B L Thusi 

(NFP) 

Councillor M M M Ntuli 

(NFP) 



Councillor N S Mzimela 

(NFP) 

Protection Services Committee (3/33) 

Plannins Development 

Committee 



(3/31) 


Councillor I Woollatt (ANC) 

(Chairperson) 

Councillor M Mbuyazi 

(ANC) 

Councillor N S Zulu 

(ANC) 

(Chairperson) 


Councillor T A Hlatshwayo 

(ANC) 

Councillor T E Nsele 

(ANC) 

Councillor B S Cebekhulu 

(ANC) 

Councillor MEDlamini 

(ANC) 

Councillor M Mbuyazi 

(ANC) 

Councillor T G Shandu 

(ANC) 

Councillor M M Cebekhulu 

(IFP) 

Councillor EZJaflfe 

(ANC) 

Councillor B C Magwaza 

(IFP) 

Councillor EATalmage 

(IFP) 

Councillor Z A Mhlongo 

(IFP) 

Councillor K Khumalo 

(IFP) 

Councillor M G Ntuli 

(NFP) 

Councillor P G Dlolane 

(IFP) 

Councillor S K Mbatha 

(NFP) 

Councillor S S Sithole 

(NFP) 



Councillor M B Biyela 

(NFP) 
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Standing Rules and Orders Committee 

Audit Committee (3/29) 

(3/2/13) 

The Speaker 

Councillor E N Mtshali (ANC) 

(Chairperson) 

The Chief Whip Cllr M M M Ntuli (NFP) 

The Deputy Mayor Cllr N M Khubisa (NFP) 

Alderman S B Larkan (IFP) 

Councillor M F Mdluli (DA) 

Mrs K Horsley (Chairperson) 

Mr H Oosthuizen 

Mr N Mhlongo 

Local Labour Forum Committee (3/15) 

MuniciDal Public Accounts Committee 

Councillor C T Ndwalane (ANC) 

Councillor T A Hlatshwayo (ANC) 

Councillor BRLNgema (NFP) 

Councillor N S Mzimela (NFP) 

Councillor MET Magwaza (IFP) 

(MPAC) (3/35/1) 

Councillor S K Mbatha (Chairperson) 

(NFP) 

Councillor M E Dlamini (ANC) 

Councillor M MKhanyile (ANC) 

Councillor E A Talmage (IFP) 

Councillor Dr MET Magwaza (IFP) 

Municioal Co-Ooerative Relations 

Sugar Cane Sub-Committee (3/35/1) 

Committee (MCOR) (3/1/4) 

His Worship the Mayor 

Cllr T B Zulu (Chairperson) (ANC) 

The Deputy Mayor 

Councillor N M Khubisa (NFP) 

The Chief Whip 

Councillor M M M Ntuli (NFP) 

Alderman S B Larkan (IFP) 

Councillor M Mbuyazi (ANC) 

His Worship the Mayor 

Councillor T B Zulu (ANC) 

The Speaker 

Councillor E N Mtshali (ANC) 

The Deputy Mayor 

Councillor N M Khubisa (NFP) 

Councillor B R L Ngema (NFP) 

Councillor M Mbuyazi (ANC) 
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In addition to the Council’s Portfolio Committees the following sub-committees have 
been created to assist: 

• The HIV/Aids Desk. 

• The Sports Desk. 

• Arts and Culture Desk. 

• Youth Desk. 

• Ward Committees for 26 wards in the municipality. 


CATEGORY AND GRADE OF MUNICIPALITY 

Category B and Grade 3 


AUDITORS 


Auditor-General of South Africa 


REGISTERED OFFICE 

uMlalazi Municipality 

Hutchinson Street 

Eshowe 

PO Box 37 

Eshowe 

3815 


Telephone 

; 035 - 473 3474 

Fax 

: 035 - 474 4733 


M1JNICIPAI. MANAGER 
Thembinkosi Simon Mashabane 
CITTEF FINANCIAL OFFICER 
Huey Geringer (AIMFO) 
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6. INSTITUTIONAL & GOVERNANCE ANALYSIS 


The structure established to manage all aspects of the Municipality is summarised as 
follows: 

The Council Executive/Committee served by the Municipal Manager and assisted by five 
departments, namely: 

1 . Engineering Services; 

2. Protection Services; 

3. Community Services; 

4. Financial Services; and 

5. Corporate Services. 


7. MUNICIPAL POWERS AND FUNCTIONS 


LOCAL FUNCTION 

DISTRICT FUNCTION 

SHARED FUNCTION 

• Air Pollution Control 

• Building Regulations 
Enforcement 

• Child-Care Facilities 

• Pontoons, Jetties, 

Ferries, Piers, 

Harbours 

• Storm Water 

Management (Built- 
Up Areas) 

• Trading Regulations 

• Beaches and 

Amusement 

Facilities 

• Billboards and 

Display of 

Advertisements in 

Public Places 

• Cleansing 

• Control of Public 
Nuisances 

• Control of Sale of 
Liquor to the Public 

• Facilities for the 
Accommodation, 

Care and Burial of 
Animals 

• Electricity 
Reticulation 

• Municipal Health 
Services 

• Potable Water 

• Sanitation 

• Fire Fighting Services 

• Local Tourism 

• Municipal Airport 

• Municipal Planning 

• Municipal Public 

Transport 

• Cemeteries, Funeral 

Parlours and Crematoria 

• Markets 

• Municipal Abattoirs 

• Municipal Roads 

• Refuse Removal, Refuse 
Dumps and Solid Waste 
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LOCAL FUNCTION 

DISTRICT FUNCTION 

SHARED FUNCTION 

• Fencing and Fences 

• Licensing of Dogs 

• Local Amenities 

• Local Sports 

Facilities 

• Municipal Parks and ; 
Recreation 

• Noise Pollution 

• Pounds 

• Public Places 

• Street Trading 

• Street Lighting 

• Traffic and Parking 




8. OVERVIEW OF THE MUNICIPALITY 

The municipal area is characterised by commercial farming areas in a broad continuous 
band from the west of Eshowe to Gingindlovu and to the north of Mtunzini. The rest of 
the area consists of tribal authority land, where land management has been poor. 

The uMlalazi Municipality is crossed by a number of important transportation routes, 
such as the N2 Motorway between Durban and Richards Bay, the R34 between Richards 
Bay/Empangeni and Nkwaleni valley to the north of Eshowe, and the R66 from the N2 
Motorway to Gingindlovu, Eshowe, Melmoth, Ulundi and Vryheid. The R66 and the R34 
are both routes in need of maintenance as a result of heavy duty vehicles using the routes 
on a regular basis. Some upgrading is being done to the R66 to the east of Eshowe. 

The uMlalazi Municipality is reliant on the Agricultural Sector for its economic well- 
being. This sector contributes 33% of the gross geographic product of the area and 
employs the majority of the workforce. The importance of Eshowe in the area as 
underlined by a contribution to gross geographic product of 21% by the General 
Government Sector. Agricultural production is dominated by sugar cane and some timber 
production takes place, with citrus farming also found in the Nkwaleni Valley. 

The population distribution in the municipal area is characterized by relatively high 
population densities within urban nodes, and low densities in rural areas. The municipal 
area is dominated by tribal areas and 14 Tribal Authorities exist within the area. 

Eshowe, Mtunzini and Gingindlovu form the three main towns of uMlalazi Municipality. 
The town of Eshowe is of great historical significance in that it is the birthplace of 
Cetshwayo, who was king of the Zulu’s during the Anglo-Zulu War of 1879. There are 
several traditional Zulu villages open to tourists within an easy drive of the town. The 
Dlinza Forest is a beautiful forest which is an ideal tourist destination. Eshowe Town is 
also considered as the administrative and service centre of the uM lalazi Municipality. 
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The coastal town of Mtunzini, is a greenbelt situated on the North Coast of Natal, on the 
banks of the uMlalazi River and bordering on the Umlalazi Nature Reserve. Mtunzini is 
mainly a residential town, offering superb homes in a quiet and relaxed atmosphere 
within comfortable driving distance of the new N2 highway and the industrial and 
commercial growth areas of Richards Bay and Empangeni. Mtunzini has all the basic 
shopping facilities, doctors and churches. Mtunzini is a quality residential and eco-tourist 

destination in South Africa. 

By far the largest proportions of service backlogs occur in the rural areas and the 
provision of these services requires a substantial amount of funding. The complicahng 
factor is however the undulating topography that is characteristic of the entire municipal 
area In some instances it therefore becomes difficult and expensive to provide these 
services. The national route (N2 Motorway) between Durban and Richards Bay is located 
to the south-east of the municipal area and is aligned parallel to the coastline and to the 
immediate west of Mtunzini. Arterial roads through the area are in good condition. There 
are various district roads in the area together with smaller farm or agricultural roads. In 
practically all instances these roads are in a poor condition and in need of upgrading. 

The uMlalazi Area features some important conservation areas that require careful 
management in the unfolding development pattern; 

• The Ongoye Forest is located in the east of the municipal area and is a nature 
reserve, attracting local and foreign visitors. 

• The Entumeni Nature Reserve, which is located to the west of Eshowe and will 

also require protection. 

• The Mbongolwane Wetland, which is at present not demarcated, but will be 
protected. It will be identified as a Management Area in terms of the uMlalazi 
Land Use Management System. 

• The Dhlinza Forest, which is located within the town of Eshowe and is a nature 
reserve* 

One of the outstanding features in the uMlalazi Area is the coastal zone from north of 
Mtunzini to the Matigulu River mouth. It covers an area of approximately 17km in 
length This coastline presents outstanding opportunities in respect of tourism an 
recreational facilities. The so-called Siyaya Coastal Park will be included as a 
Management Area in terms of the uMlalazi Land Use Management System. 
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9. POPULATION STATISTICS 


uMlalazi - Population Size 



Census 2001 

Community Survey 2007 

Global Insight 2010 

Population 

221,076 

175,372 

186,799 

Households 

44,634 

33,966 


Av. Hh Size 

4.95 

5.16 



There has been a steady decline in population figures within the uMlalazi Municipal Area 
from 1996 to 2010, i.e. from 242,577 people in 1996 to 186,799 in 2010 (Global Insight 
2010). This can be as a result of out-migration of people - particularly men - to 
Empangeni/Richards Bay, Durban and mining areas in Gauteng and elsewhere. 

Denser settlement has been identified along main transport routes. In the north-eastern 
third of the Municipal Area -between Eshowe, Empangeni and Gingindlovu. 

There are more females than males within the Municipal area. This is likely the result of 
males seeking work elsewhere. 

The Municipality has a very young population, i.e. some 50% of the population is less 
than 20 years of age. 

There is a significantly high number of pensioner-headed households, i.e. some 43.91% 
of households in 2009 was headed by a pensioner. This is probably the result of 
HIV/Aids. 

There is very high dependency ratios in the south-western third of the Municipal Area, 
along the Tugela River. Whilst settlement densities appears to be relatively low, and the 
settlement pattern is scattered, this area also experience severe poverty and high illiteracy 
levels. 


Gender Breakdown 


MALE 

100079 

45% 

FEMALE 

120997 

55% 


Source: Census 2001 
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Female : Male Ratio 



The Gender Breakdown in 2001 depicts a female : male 
ratio of 55% : 45%. This could be indicative of a strong 
migrant labour force, employed or seeking employment 
in areas outside of uMlalazi Municipal area, such as 
Gauteng, Durban and Richards Bay. It is, without access 
to relevant statistical information, not possible to 
indicate how this situation might have changed from 
2001 to 2012. 
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Age Distribution (2001) 


Age Category 

Population 

Percentage 

0-4 

26045 

13% 

5-9 

30519 

15% 

10-14 

31151 

15% 

15-19 

28968 

14% 

20-24 

19519 

8% 

25-29 

15114 

5% 

30-34 

11735 

4% 

35-39 

11286 

4% 

40-44 

9479 

4% 

45-49 

7595 

4% 

50-54 

7645 

3% 

55-59 

4947 

2% 

60-64 

5510 

3% 

65-69 

3980 

2% 

70-74 

3525 

2% 

75-79 

1815 

1% 

80+ 

2243 

1% 

TOTAL 

221076 

100% 


Source: Census 2001 


The table above depicts the information contained in the 2001 census which shows that 
uMlalazi has a large younger population, i.e. 57% of the total population in the Municipality 
is younger than 20 years of age. This has an implication in terms of types of services that 
might be needed to cater for this age group which impacts on the Municipal budgeting 
thereof. 
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Age Distribution (2001) 



PENSIONER HEADED HOUSEHOLDS 

The uThungulu district undertook its fifth Quality of Life (QOL) Survey during 2009 and a 
draft report has been compiled. The following table shows a eomparison of the incidence of 
Pensioner Headed Households (expressed as a %) in the uThungulu district since 2004. It is 
apparent that there has been a significant increase in the number of pensioner headed 
households since 2007 from 32.43% to 46.84%. 

The incidence of pensioner headed households is high and some reasons for this could he (1) 
parents working elsewhere, (2) deceased parents (3) the traditional culture of extended 
families as well as the (4) effects of migrant labour. 


Pensioner Headed Households 


Municipalily 

% Pensioner Headed Households 

2004 

2005 

2007 

2009 

uMfolozi 

38.41 

32.68 

22.3 

55.92 

Mthonjaneni 

A121 

22.47 

43.43 

20.26 

Nkandla 

29.95 

44.29 

39.41 

49.39 

Ntambanana 

36.7 

33.91 

36.75 

54.89 

uMhlathnze 

23.37 

16.22 

18.77 

42.02 

uMlalazi 

42.94 

39.47 

37.29 

43.91 

UTHUNGULU 

35.6 

31.45 

32.43 

46.84 


From the above table it is clear that the occurrence of pensioner headed households has 
increased in the District from 32.43% in 2007 to 46.84% in 2009. It is relatively constant in 
the uMlalazi Municipal Area, i.e. 42.94% in 2007 to 43.91% in 2009. 
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DEPENDENCY LEVELS 


It is evident that dependency levels (in 2001) were significantly high in the south-western 
part of the Municipal Area. This part of the Municipality consists of low density scattered 
settlement, making the provision of services more complicated. However, the Tugela River 
might offer some LED opportunities and is worthwhile investigating. 

These areas are also encumbered by high levels of unemployment and illiteracy. 

10. EDUCATION LEVELS 


LEVEL 

% 

No Schooling 

39% 

Some Primary 

20% 

Completed Primary 

5% 

Some Secondary 

20% 

Grade 12/Std 12 

12% 

Higher 

4% 

TOTAL 

100% 


Source: Census 2001 


Level of Education 


Level of Education for Adult Population 









In 2001, 39% of the total adult population in the Municipality had no formal education, 
whilst a further 20% only had some primary education. Only 4% of the adult population had 
higher education. 
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The functional literacy rate is the percentage of the population who are aged 20 and above 
and has completed Grade 7 and is depicted in the following graph: 


Functional Literacy 


Functional literacy: age 20+ 



Source: Global Insight (2010) 

Information pertaining to Functional Literacy in the uMlalazi Municipal Area has been 
obtained via UDM from global Insight, 2008, which indicates that 40.3% of the population 
aged 20 and above residing within the uMlalazi Municipal area has completed Grade 7. The 
national average is 65.1%, the provincial average is 59.8% and the district average is 47.7%. 
This is thus a serious concern for the uMlalazi Municipal area. 
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Incidence of HIV/Aids in uThungulu 


HIV+/AIDS profile 
KZN - DC28 Uthungulu District Municipality 



Source: IHS G iQbal Ins3g ht Riegional explorer v ersion 57 4 

Source: Global Insight (2010) 

It is interesting to note from the above figure that the incidence of HIV/Aids seems to have 
stabilized - this is in line with the notion that the disease is reaching maturity. 


More details are provided in the following table with regard to the infection numbers, 
between 1996 to 2010, for the district and its local municipalities. 


Incidence of HIV/Aids 



KZN 

uThungulu 

uMfolozi 

uMhIathuze 

Ntambanana 

uMlalazi 

Mthonjaneni 

Nkandia 

1996 

548 065 

50 382 

6 863 

13 790 

4 757 

15 051 

2 343 

7 577 

1997 

724 922 

67 367 

8 964 

19 667 

6 336 

19 264 

3 305" 

9 832 

1998 

911 221 

85 551 

11 111 

26 544 

8 007 

23 380 

4 407 

12 102 

1999 

1 093 690 

103 761 

13 158 

34 032 

9 670 

27 078 

5 594 

14 230 

2000 

1 248 504 

119 693 

14 823 

41 301 

11 114 

29 802 

6 731 

15 921 

2001 

1 382 173 

133 897 

16 196 

48 435 

12 390 

31 772 

7 832 

17 272 

2002 

1 403 087 

136 980 

16 194 

51 697 

12 634 

31 005 

8 308 

17 142 

2003 

1 457 086 

143 357 

16 630 

55 934 

13 206 

31 109 

8 967 

17511 

2004 

1 474 813 

145 947 

16 631 

58 642 

13 421 

30 450 

9 375 

17 429 

2005 

1 436 264“ 

142 829 

15 997 

58 899 

13 108 

28 729 

9 394 

16 702 

2006 

1 405 089 

140 284" 

15 482 

59 067 

12 861 

27 330 

9 413 

16 131 

2007 

1 361 817 

136 440 

14 861 

58 450 

12 499 

25 847 

9 313 

15 470 

2008 

1 319 154 

132 627 

14 28/ 

57 644 

12 142 

24 514 

9 186 

14 855 


Source: Global Insight (2008) 
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The incidence of HIV/Aids in the uMlalazi Municipality has reached its highest level in 
2001, whereafter a decrease is observed. This could be the result of the positive impact that 
the distribution of anti-retroviral medication had in the Municipal Area. 

The impact of HIV/Aids is a very serious issue and should be incorporated into whatever 
strategies or developments are undertaken in an area. Typical impacts of AIDS include 
decreased productivity of workers, increased absenteeism and additional costs of training of 
new workers. It also represents a greater demand and pressure on health facilities and as the 
statistics gathered from antenatal clinics indicate a very real problem of AIDS orphans and 
child (minor) headed households. These factors must be taken cognizance of when devising 
local economic development strategies. The concerns about the impact of HIV on uThungulu 
need to be reiterated as KwaZulu-Natal has the highest HIV prevalence rate of all the 
provinces. 


11. KEY FINDINGS 

There’s been a steady decline in population figures within the uMlalazi Municipal Area from 
1996 to 2010, i.e. from 242,577 people in 1996 to 186,799 in 2010 (Global Insight 2010). 
This can be as a result of out-migration of people - particularly men - to 
Empangeni/Richards Bay, Durban and mining areas in Gauteng and elsewhere. 

• Denser settlement has been identified 

• Along main transport routes 

• In the north-eastern third of the Municipal Area - between Eshowe, Empangeni and 
Gingindlovu 

• There are more females than males within the Municipal area. This is likely the result 
of males seeking work elsewhere. 

• The Municipality has a very young population, i.e. some 50% of the population is less 
than 20 years of age. 

• There is a significantly high number of pensioner-headed households, i.e. some 
43.91% of households in 2009 was headed by a pensioner. This is probably the result 
of HIV/Aids. 

• There is very high dependency ratios in the south-western third of the Municipal 
Area, along the Tugela River. Whilst settlement densities appears to be relatively 
low, and the settlement pattern is scattered, this area also experience severe poverty 
and high illiteracy levels. 
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12. SOCIAL AND COMMUNITY DEVELOPMENT ANALYSIS 


ACCESS TO COMMUNITY FACILITIES 

In this sub-section, accessibility to social facilities and services, i.e. cemeteries, tribal courts, 
creches, schools, community halls, health facilities, pension payout points and sport facilities 
are provided. The rationale behind this analysis is that areas that have poor access to 
community facilities are shown in order to guide future development of such facilities. A 
further critical criterion is to consider the need for such facilities and services in relation to 
population densities because any such provision in community/social facility related needs 
has the potential to address the need of a relatively large beneficiary community. 

The table below sets out the percentage of the uMlalazi Population that is less than 30 
minutes, 31 to 60 minutes, 61 to 90 minutes and more than 90 minutes travelling time by 
public transport fi’om identified community facilities: 

Travel Time to Community Facilities (TOTAL POPULATION (2001)* = 221 070) 




% OF TOTAL POPULATION PER 




TRAVEL TIME RANGE 

FACILITY 

TOTAL NO 

FACILITIES 

<30 

MIN 

31-60 

MIN 

61-90 

MIN 

>90 MIN 

Cemeteries 

27 

20.47% 

15.15% 

11.71% 

52.67% 

Courts 

3 

1.79% 

6.35% 

7.44% 

84.43% 

Creches 

51 

24.47% 

26.77% 

15.59% 

33.17% 

Community 

Centres/Halls 

28 

19.53% 

18.36% 

17.21% 

44.90% 

Markets 

3 

1.26% 

3.20% 

3.30% 

92.23% 

Multi-Purpose 
Community Centres 

1 

0.61% 

1.24% 

1.38% 

96.77% 

Pension Pay Points 

57 

26.61% 

27.26% 

17.99% 

28.13% 

Sports Fields/Facilities 

63 

27.93% 

25.84% 

16.90% 

29.33% 


In terms of the above table, some 84.43% of people in the municipal area are further than 90 
minutes travelling time, by public transport, fi-om Tribal Courts, whilst 28.13% residents 
older than 64 years of age are further than 90 minutes travelling time, by public transport 
fi-om Pension Payout Points. 
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13. HOUSING 


HOUSING STATISTICS 
Formal and Informal Dwellings 


Statistical Source 

% Formal 
Dwellings 

% Informal 
Dwellings 

Census 2001 

53.6 

4.6 

Community Survey 2007 

55.6 

11.1 


Formal and Informal Dwellings 



According to the Stats SA 2007 Community survey, some 11% of all households, in 2007, 
lived in informal dwellings. This constituted an increase of some 6.5% in the number of 
informal dwellings from 2001 to 2007. In the period from 2001 to 2007, there has been 
virtually no increase in the number of households living in a formal structures, i.e. from 
53.6% in 2001 to 55.6% in 2007. 


Types of main dwelling (StatsSA Community Survey 2007) 


Type of Dwelling 

Census 

2001 

% 

Community 
Survey 2007 
% 

House or brick structure on a separate stand or yard 

42.4 

43.2 

Traditional dwelling / hut / structure 

41.6 

25.1 

Flat in block of flats 

9.3 

6.1 

House / flat / room in backyard 

0.6 

0.5 

Town / cluster / semi-detached house 

0.9 

3.0 

Informal dwelling / shack in backyard 

0.6 

1.3 

Informal dwelling / shack NOT in backyard 

4.0 

9.8 

Room / flatlet not in backyard but on a shared property 

0.3 

2.9 

Caravan or tent 

0.2 

0.1 

Workers’ hostel (bed / room) 

0.0 

8.0 
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From the above table, the following are noted: 

• There has been a substantial decrease, between 2001 and 2007, in the percentage of 
people residing in traditional dwellings, i.e. from 41.6% in 2001 to 25.1% in 2007. 
This constituted a decrease of 1 6.4%. 

• There has also been an increase in the percentage of people residing in shacks (not in 
someone’s backyard), i.e. from 4% in 2001 to 9.8% in 2007. 

• The percentage of people residing in workers hostels has also increased substantially 
from 0% in 2001 to 8% in 2007. 


Type of Dwelling 


Type of Dwelling 





ISi^JerfSUElOOl. 

17 Survey 2S0T 
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14 . TFf .F,rOMMlJNICAT10NS 


Household Access to Communication Device 


Household Access to Communication 
Devices 

Census 2001 

Community Survey 
2007 

Access to Radio 

70.90% 

75.90% 

Access to Landline Telephone 

10.50% 

6.50% 

Access to Cellphone 

18.20% 

57.60% 

Access to Computer 

2.20% 

6.30% 

Access to Internet 

0.00% 

2.40% 


Household Access to Communication Devices 


20.00'f4 

70.00% 

60.00% 

50.00% 

40.00% 

30.00% 

20 . 00 % 

10 . 00 % 

0 . 00 % 


Access to Connnnuii icatioiii Devlices 


L 



Census; 2001 

Bi CcrrirTiunftv £ urv-'e-/ 2007 


Source: StatsSA Census 2001 & Community Survey 2007 

Households access to cellphones have increased dramatically between 2001 and 2007, i.e. 
from 18.2% in 2001 to 57.6% in 2007. Households access to computers and the internet is 
extremely low. 
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IS BROAD BASED COMMUNITY NEEDS 


At the end of January 2012, a Community-Based Needs Analysis was conducted in each of 
the Municipal Wards, with the exception of Wards 5, 10, 15 and 21 (the planned workshops 
with these wards did not materialise. 

As a result of the above exercise, the top 5 priority infrastructure needs by all wards could be 
determined and is reflected in the table below: 


Top 5 Priority Infrastructure Needs by Wards 


Infrastructure /Facilities 

No. of Wards Citing Infrastructure as Top 
Priority 

Roads, Access Roads, Bridges & Causeways 

21 

Water 

19 

Electricity 

17 

Rural Housing 

14 

Sanitation 

12 


Top 5 Priority Infrastructure Needs by Wards 


j TOP 5 pmORJTV I^TyiFRAiSTRU'CTURE PRIORITIES 

i 
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This exercise also enabled the determination of social needs per ward: 


Prioritised Social Needs in the Wards 


Social Issues 

Rating (Top 5) 

Bursaries 

5 

Community Projects 

4 

Road maintenance 

4 

Skills Development 

3 

Safety & Security 

3 


Prioritised Social Needs in the Wards 



Resultant from the study, it would seems that access roads and the maintenance thereof has 
become a top priority within the Municipal Area. In addition, the need for further tertiary 
training and skills development has also become a dire social need. 
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16, ErONOMTC ANALYSIS 


MAIN ECONOMIC CONTRIBUTORS 

The manufacturing sector is the largest sectoral contributor to the economy of the district 
albeit that its proportionate contribution has decreased slightly since 1996. Interestingly, only 
those contributions from the mining and finance sectors have shown an increase during the 
same period. The increase in the mining sector has been significant in that this sector is the 
second largest economic contributor above community services. 


uMlalazi - Sector Share of the Region 


Sector 

% 

1 Agriculture 

14.8% 

2 Mining 

1.5% 

3 Manufacturing 

23.9% 

4 Electricity 

0.4% 

5 Construction 

2.8% 

6 Trade 

5.3% 

7 Transport 

2.1% 

8 Finance 

6.1% 

9 Community services 

32.8% 

10 Households 

10.3% 

Total 

100.0% 


Source: Global Insight 2010 
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uMlalazi - Sector Share of the Region 


uMlalazi LM: Sector Share of the Region (2010) 
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From 1996 to 2010, the economy of the uThungulu District grew at a slightly slower pace 
than the national economy at an average annual growth rate of 3.2% per annum compared to 
3.29% for the national economy. This resulted in the uThungulu economy decreasing its 
share in national output from 1.45 % in 1996 to 1 .44% in 2010. 


EMPLOYMENT AND INCOME LEVELS 

uMlalazi - Economically Active Population 


Year 

No of Economically Active People 

2005 

38 769 

2006 

39 398 

2007 

42 373 

2008 

41 634 

2009 

38 942 

2010 

37 389 


Source: Global Insight 2010 
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uMlalazi - Economically Active Population 


No of Economically Active People 


43 000 
42 000 
41000 
40 000 
39 000 
38000 
37 000 
36 000 
35 000 
34 000 



2005 200'6 200? 200S 2009 2010 


Source: Global Insight 2010 


uMlalazi - Formal and Informal Employment 


Sector 

Number of 
formally employed 
people 

Informal Sector 
Employment 

TOTAL 

1 Agriculture 

2 268 

0 

2268 

2 Mining 

233 

0 

233 

3 Manufacturing 

3 674 

1 203 

4877 

4 Electricity 

58 

0 

58 

5 Construction 

435 

461 

896 

6 Trade 

816 

1 721 

2537 

7 Transport 

329 

302 

631 

8 Finance 

935 

223 

1158 

9 Community services 

5 036 

1 043 

6079 

TOTAL 

13 784 

4 953 

18737 
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uMlalazi - Formal and Informal Employment 


uMlalazi LM: Formal & Informal Employment 

( 2010 ) 


7 000 


6 000 
5 000 


j 4 000 
! 3 000 

! 2 000 
I 1000 



V 


.J" 

< 






I Informal Sector Employment 

Number of formally employed 
people 


^ ...r 


As part of the Quality of Life Survey, respondents were requested to indicate how they make 
a living. The results thereof are shown herewith. It is a concern that there is reliance of more 
than 40 % on the range of government grants available. 
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How People Make a Living 


uThungulu District; how they make a living 



Source: Quality of Life Survey 2009 

Tlie following infonnation relating to unemployment levels within the uThunguln District 
Municipality, has been extracted: 


UDM - Unemployment percentage 



National 

KZN 

uThungulu 

uMfolozi 

uMhIathuze 

Ntambanana 

uMlalazi 

1 Mthonjaneni 

f 

> Nkandia 

1996^ 

19.3% 

25.7% 

28.8% 

29.1% 

17.8% 

41.3% 

31.7% 

19.7% 

61.370 

2000 

25.6% 

33.2% 

34.3% 

32.7% 

18.5% 

49.3% 

45.9% 

18.^ 

73.6% 

"bnod 

26.8% 

36.oS 

37.1% 

32.6% 

17.7% 

61.8% 

55.6% 

15.7% 

84.5% 

2008 

22.8% 

26.3% 

27.3% 

20.8% 

11.7% 

48.0% 

47.9% 

6.7% 

74.1% 


Source: Global Insight (2008) 

As can be seen from the following graph, there appears to have been a decline in 
unemployment levels, within the uThungulu District, from 2004. 
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UDM - Unemployment Levels 
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Source: Global Insight (2008) 

uMlalazi Area - Unemployment Rate 


Year 

% 

2005 

42.1% 

2006 

39.8% 

2007 

62.1% 

2008 

32.0% 

2009 

31.9% 

2010 

29.5% 
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uMlalazi Area - Unemployment Rate 


UnemploymeiritRate (% 
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The results of the 2009 Quality of Life Sur\'ey provides the following information pertaining 
the number of dependents per person employed. 

UDM - Dependents per Person Employed 


Municipality 

Dependents per Person 

Employed 

uMfolozi 

7.5 

Mthonjaneni 

6.4 

Nkandla 

8 

Ntambanana 

6 

uMhlathuze 

8.2 

uMlalazi 

8.2 

UThungulu DM 

7.4 


Source: Quality of Life Survey 2009 


It has to be borne in mind that income levels are also very low as can be seen from the 
following inset. 
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UDM - Households earning less than R1600 per month 
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Source: Quality of Life Survey 2009 

Given the above, it is very important that an appropriate economic development strategy for 
the district is derived and that adequate attention is given to Small, Medium and Micro 
Enterprise (SMME) development as a means of promoting emerging entrepreneurs who will 
initiate labour intensive job growth. Furthermore, the strategy should aim to provide support 
to the informal sector as it is recognized that it currently provides many households with an 
income and it is anticipated to play an increasingly more important role in the future. 


uMlalazi - No of Households by Annual Income Category 


Annual Income Category 
(Rands) 

Number of households by annual income category 

0-2 400 

49 

2 400-6 000 

8 

6 000-12 000 

2 522 

12 000-18 000 

3 420 

18 000-30 000 

5 077 

30 000-42 000 

5 153 

42 000-54 000 

3 760 

54 000-72 000 

3 399 

72 000-96 000 

2 840 

96 000-132 000 

2 212 

132 000-192 000 

1 855 
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Annual Income Category 
(Rands) 

Number of households by annual income category 

192 000-360 000 

2 039 

360 000-600 000 

915 

600 000-1 200 000 

506 

1 200 000-2 400 000 

152 

2 400 000+ 

39 

Total 

33 946 


Source: Global Insight 2010 


uMlalazi - No of Households by Annual Income Category 

f - ■ - 

I uMlalazi LM - Number of households by annual 

income category (2010) 

p Number of households by annual income category 



Source: Global Insight 2010 
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SMME’S 

The Municipality recognizes the need, as also highlighted in the KZN PSEDS, to develop its 
second economy, in order to reduce the gap between it and the first economy, whilst at the 
same time creating jobs and fighting poverty. 

The Municipality has launched the Siza Bonke Works Programme. The Programme is 
designed to accommodate the unemployed within the uMlalazi Municipality. Specific 
requirements for selection and recruitment will take place and only unemployed men, women 
and youth will be employed. Skills transfer is built into the programme as well as numerous 

life skills. 

AGRICULTURE 

The agricultural sector dominates uMlalazi contributing 33% to the local economy. The 
uMlalazi area is reliant on the agricultural sector for economic growth. The products that 
dominate the area are sugar cane, timber production and citrus farming. 

The agricultural sector is one of the basic economic sectors as it impacts significantly on 
employment, income generation, economic linkages, land tenure, land reform and 
environmental considerations in the district. Timber and sugar cane are the most important 
agricultural activities. 

The agricultural sector has grown over the years and there is a focus towards more 
subsistence farming to enhance local economic development. The current agricultural 
products that are being exported are sugar cane, vegetables, citrus fruit and timber. The main 
crop that is being exported is sugar cane in uMlalazi area. 

There have been community gardens that have been very successful in the uMlalazi 
Munieipality. However, the issue still remains of transport due to the poor road conditions in 
the area as well as accessibility. The community gardens have been introduced as means of 
providing access to food for the residents of uMlalazi however, the excess produce has been 
sold in the markets. 

In terms of the Land Capabdity Classification high potential agricultural land is evident in 
the north-eastern part of the municipality (taken up by commercial agriculture and not part of 
Ingonyama Trust Land), as well as portions of Council Wards 7 and 8 (some commercial 
farming areas as part of Council ^Vard 7 and parts of Kolweni and Shange Traditional 
Leadership Areas as part of Council Ward 8). 
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17. TOURISM 


TOURISM IN KWAZULU-NATAL 

Tourism is increasingly becoming a major contributor to the global economy, currently 
contributing an estimated 10.1% to the global Gross Domestic Product (GDP). South African 
tourism’s contribution to the country’s GDP was recorded at about 7,3% in 2003, accounting 
for approximately 800 000 direct and indirect jobs. 

The sector is able to generate employment opportunities without significant capital 
investment. About R1 million of tourism spend generates and sustains 11 annual direct and 
indirect jobs. Tourism outstripped Gold as the leading generator of foreign exchange earnings 
in South Africa in 2003, generating R53 billion and driving foreign direct spend into the 
country. 

In KwaZulu-Natal, tourism total contribution to GGP is standing about R18 billion - about 
10% of the provincial economy. The province currently attracts about 1.3 million foreign 
visitors and 13.9 million domestic tourism trips on an annual basis. 

Tourism KwaZulu-Natal has demonstrated just how significant the tourism sector is to the 
growth of the provincial economy. The Province has wonderful natural tourism attractions 
and is thus well positioned to take advantage of the continued growth in world and domestic 
tourism. 

It is hoped that the plans set out in the Strategic Plan receive the support and investment to 
realize the vision of making KZN Africa’s leading tourism destination. KwaZulu Natal 
tourism industry is fundamental tourist attraction for South Africa. It has been estimated that 
there are approximately 8.4 million domestic tourists from outside and within the province. 
The primary factor that attracts tourists in the province is its beaches, family and friends, the 
wild life and Zulu culture. KwaZulu Natal’s core tourism market is derived from within its 
borders. Gauteng is KwaZulu Natal’s most important market. The key destinations are 
Durban Central, the South Coast, the Midlands and the North Coast. It has been estimated 
that domestic revenue equates to approximately R8 billion per annum in terms of consumer 
expenditure. 
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TOURISM IN uMLALAZI MUNICIPAL AREA 


The tourism sector has enormous potential in the uMlalazi area and the uMlalazi municipality 
has identified the need to improve and enhance the tourism sector. The uMlalazi area has 
many tourist sites which will be identified. 

uMlalazi - No. of Domestic and International Tourists 


Year 

Domestic tourists 

International tourists 

Total 

2005 

150 821 

9 765 

160 586 

2006 

142 906 

9 984 

152 890 

2007 

130 117 

9 862 

139 980 

2008 

126 503 

9 755 

136 258 

2009 

137 058 

9 979 

147 037 

2010 

140 350 

10 480 

150 830 


Source: Global Insight 2010 
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Eshowe, Mtunzini and Gingindlovu are the three main towns in uMlalazi and offer an array 
of choices for domestic as well as international tourists. Eshowe, a City Set on a Hill, is 
situated around a 250 hectare indigenous coastal scrub forest. The Dlinza Forest Aerial 
Boardwalk, the first in Southern Africa and exclusive to Eshowe, is a 160 metre walkway 
built above the forest floor, which allows visitors to view flora, fauna and avifauna. The 
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Boardwalk employs two trained birding guides. Some of the flora and fauna that exist in the 
forest are the Green Coucal, Crowned Eagles and Spotted Thrush. The Ironwoods, Wild 
Plums and other giants give shelter to Orchids, Clivias, Bushbuck. Duiker, Narina Trogons, 
Delegorgues’s Pigeon and Wood Eshowe. 

Eshowe offers a window on history as it is the oldest town in Zululand. King Cetswayo was 
bom and died here and it was King Mpande who first invited the Norwegian missionary, the 
Reverend Ommund Oftebro to settle his mission station here in 1861, thereby forever 
changing the face of Eshowe. 

Mtunzini is characterised by natural beauty and is a popular coastal town. uMlalazi Nature 
Reserve, controlled by Ezemvelo KwaZulu-Natal Wildlife, covers 1 028 hectares. The zebra 
is often found grazing in the nature reserve. The uMlalazi Reserve and the Amatikulu 
Reserve together form the Siyayi Coastal Reserve, which stretches fi-om the uMlalazi River in 
the north, in a narrow band along the coast southwards almost to the Thukela (Tugela) River. 
Amatikulu Reserve and access is via the N2 approximately 30 km south of Mtunzini. There 
are 5 different ecosystems, namely estuarine, dune scrab, dune forest, coastal riverine and 
coastal forest which characterise the Mtunzini area providing diverse natural environment. 
There is a thriving population of giraffe as well as waterbuck and a number of smaller 
antelope. 



Ngoye Forest 


Goedertrouw / Phobane Dam 


The uMlalazi Municipality has vast potential for enhancing tourism in the area but the access 
by road to is problematical as the areas are mountainous with forest. The 
Goedertrouw/Phobane Dam offers the opportunity for a range of water sports, together with 
camping and picnic spots. It is supplementary to the areas of eco-tourism in the uMlalazi 
area. Thukela Valley is an area of outstanding scenic beauty and represents rugged 
countryside. 

Currently there are many attractive tourist sites with many bed and breakfasts in the uMlalazi 
area which draw a large number tourists to the area. 
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18. SPECIAL PROJECTS 


The following projects have been identified by the uMlalazi Municipality as “special 
projects” within its area of jurisdiction; 

• Erf 167, Mtunzini: Mixed Residential Development 

• To be known as Ongoye Views 

• Expected to encompass approximately 1 ,000 residential units 

• Approximately 16 commercial and office sites 

• Total construction cost estimated at Rlbn for residential component, and R 1.5bn for 
the total development (incl residential). 

• Tj’pically for urban development, an average of 1 8 direct and indirect jobs is created 
during construction per Rim spend - leading to in this instance the creation of 27,000 
construction-related jobs. 

• Since construction is estimated at 10 years, this averages to 2,700 new construction- 
related jobs per year over the 10 year period. 

• Once constructed, the development will give rise to permanent operational jobs. 

• Assuming a gross leaseable area of 100,000m2 of office and commercial, this is 
expected to lead to approximately 1,400 permanent jobs (assuming one employee per 
70m2), most of which would be sourced from the local municipal area. 

• Significant rates income would be generated for the Municipality. 

• King DinuZulu: Shopping Centre Development 

Project Details - King DinuZulu: Shopping Centre Development 


No 

Question 

Response 

1 

Name of the project 

To be confirmed 

2 

Nature of the project 

16,000 m^ Shopping Centre and a new PFS 
station 

3 

Total construction cost 

R165 million 

4 

Number of jobs to be created during 
construction phase and at operational 
phase 

About 800 jobs during construction and 
500 after 

5 

How many SMMEs will benefit from the 
project 

WeTl endeavour to maximise SMEE 
participation at all levels 

6 

When is the construction commencing? 

Expected commencement of building 1®* 
half of 20 13 
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Rshowe Private Hospital 


The developer has the following vision for the proposed 101 bed Eshowe Private Hospital: 

“The core vision is to provide an ultra modem health care facility that has the infrastructure 
to optimally utilize technology to achieve very cost efficient yet high quality patient delivery 
systems. For example, integrated hospital information systems with accounting, data mining 
and clinical requirements and also the capability for telemetry, remote site access and 
movement of clinical data, both radiological and vital signs, within the hospital and to 

remote sites. ” 

The proposed project will be owned as follows: 

O' 51% is owned by (Phulukisa Medical Investments -26% & Yakhisizwe - 25%); 

@ 1 9% is owned by doctors share holdings; 

6 30% is owned by commercial investors. 

It is planned that the hospital will meet the general demands of multi disciplinary medical 


services. 


Three operating theatres will be equipped with the latest theatre technolog>- and at least one 
will have a laminar flow unit. The hospital will also meet the needs of casualty patient 
through the establishment of a trauma unit and other supporting infrastructure. Supporting 
medical services will include a comprehensive radiology unit, pathology laboratory services, 
physiotherapist and other like health care related professions. An in-house pharmacy service 
will service in-patients, patients visiting doctors consulting rooms and members of the public. 
A specialized Bums Wound Unit will facilitate and serve burn incidents. Fifteen doctors 
consulting suites tailored to individual needs will be available for permanent and session 


doctors. 


In summary, it is proposed that the hospital will operate as a general acute hospital offering 
the following clinical services: 


Q Internal Medicine 
Q Orthopaedic Surgery 
O Obstetrics 
Q Paediatrics 
Q ENT Surgery 
Q Dermatology 

O 24 hour Emergency Trauma Unit 
Q Outpatient Consultation 
Q Radiology 
O Clinical Psychology 
9 Diabetic Counselling 


General Surger>' 

Gynaecology 

Ophthalmology 

Psychiatry 

Urology 

Dentistiy 

Operating Theatres 

Pharmacy 

Patholog>’ 

Occupational & Physiotherapy 
24 hour Ambulance Service 
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Gingindlovu: Shopping Centre Development 



The development (Route 66) lies at the intersection of the R66 (N2 through to Eshowe & 
Ulundi), the R102 (old north coast road - Stanger to Empangeni) and Main Road 
Gingindlovu, which is the entrance road to Gingindlovu itself. 



Owner & Developer; 

RZT Zelpy 4058 PTY LTD (reg no 2005/004049/07) 
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Development: 


The total development will comprise in excess of 10 OOOm^ of GLA to cater for various 
different trades. Phase 1 will comprise 4 OOOm^ of GLA and will act as the main hub building 
located at the entrance. 

Tenants; 

Shoprite Checkers are confirmed as the anehor tenant and will take up 2 500m^. 

The following stores are under negotiation 


Type 

Proposed B randis 

dcthirig 

Pep, Mr Price, 

fast food 

SFC,, Famous Brands, Chicken Licken 

Sar.k 


PhSTTsC-V 

Firirrie Cure, Afpha Pha'n 

Liquor store 

Shoprite -Checker; 

Line Shops 

Various 


19. MANUFACTURING 

The manufacturing sector contributes 5% to the local economy. This is a direct result of the 
mill that exists at Amatikulu. The manufacturing sector has seen stunted growth and will 
essentially result in higher unemployment rates as there is no evidence of labour intensive 
industries in this region. 


20. LOCAL ECONOMIC DEVELOPMENT PORTFOLIO COMMITTEE AND 

DESK 

The uMlalazi Municipality has an established Economie Development Portfolio Committee 
which serves as a standing committee of the municipality. The committee is tasked with 
facilitating local economic development within the municipality and has achieved this task 
through the uThungulu District Municipality, the Local Economic Development Plan and 
Strategy for the uMlalazi Municipality. 

The municipality has employed a Community Services Facilitator on a contract basis who is 
amongst others tasked with local economic development. 

The current thrust with local economic development is to play an enabling, facilitating and 
supportive role by means of the organizational structure (Economic Development Portfolio 
Committee) which has adopted strategies and plans that are aimed at directing service 
delivery towards promoting the economic potential within its area of jurisdiction and by- 
means of partnering the uThungulu District Municipality. 

There are other examples of partnerships such as the joint venture with Traffic Management 
Technologies regarding law enforcement, processing of summonses, warrants of arrest and 
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general law enforcement back-up. The KwaZulu-Natal Department of Transport is also in 
partnership with the municipality in the provision of motor vehicle testing facilities, a driver’s 
license testing centre and motor vehicle licensing and registration. 

Whilst certain structures are in place relating to LED within the Municipal Area, the 
Municipality still has to establish a fully fledged LED Unit. Provision for this has been made 
in the Development Strategies and Goals of the Municipality. 


21. INFRASTRUCTURE ANALYSIS 
WATER AND SANITATION PROVISION 

Note : The majority of this section has been extracted verbatim from the uThungulu District 
Municipality’s draft IDP for 2012 to 2017. 

uThungulu District Municipality (UDM), in terms of the Water Seiv'ices Act, is the Water 
Services Authority in respect of its area of jurisdiction, apart from the City of uMhlathuze. 
The latest UDM WSDP was completed in 2009. However, it is currently under review. 

According to the 2001 census, there has been an increase in the number of households with 
water inside their yards as well as access to communal stands. Dependency on boreholes and 
springs has been reduced between the 1996 and 2001 census assessments. The following 
table comparing the 1996 and 2001 census results is provided: 


UDM Access to Water Sources 


Households within UDM 

2001 

1996 

Dwelling 

29013 

28739 

Inside Yard 

36365 

3833 

Community Stand 

11071 

8058 

Community stand over 200m 

18089 

- 

Borehole 

8934 

14398 

Spring 

6903 

64306 

Rain Tank 

1895 

1367 

Dam/Pool/Stagnant Water 

7116 

- 

River/Stream 

45553 

- 

Water Vendor 

1269 

- 

Other 

5269 

662 


Source: 2001 Census 


As part of the annual Quality of Life survey, respondents were requested to indicate the 
respective access to sanitation and water. The results thereof are contained in the following 
tables. 
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Survey of Access to Sanitation (UDM Area) 


Year 

No 

Response 

Waterborne 

Flush Toilet 

Septic 

Tank 

Chemical 

Toilet 

VIP 

Basic Pit 

Latrine 

None 

Other 

2004 

11.3 

12.8 

2 

7.3 

0 

36.3 

22.1 

8.7 

2005 

3.9 

15.6 

3.7 

2.2 

10 

45.7 

16.1 

2.5 

2007 

0.49 

17.76 

1.46 

2.68 

8 

42.09 

27.3 

0.73 

2009 

- 

19.7 

1.3 

6.1 

8.6 

43.9 

20.3 

- 


Source: Quality of Life Survey (2009) 

Survey of Access to Water Sources (UDM Area) 


'A'ater Sources 

Piped vi\-ater 

Piped *atef 

Ground 

te site taps 

Street taps 

Borehole/ 

Dam/ river/ 

Other 


in dvvelling 

in dvv-eiiing 

tanks 



rainv'.-ater 

strearn/ 



iSroni pipes 

from roof 




tank/ ivell 

spring 


MfclCMi 

4.9 

* 1 ^ 

2 2 

“ T 

^1 

11 


13 

Mthonjaneni 


0 

D.7 

34 


BA 


0 

Nkandia 

7.5 

D.S 

Lt 

jE 

25 

0.9 


4.7 

Ntamtranana 

S..S 

D 


Id 

5S 

D 

34 

23 

uMhIathuie 

46 

17 

0.^ 

S9 

11 

D.4 

11 

as 

uMlalazl 

5 2 


as 

17 


5.4 


"5 A 

uThungulu 

IS 

D.7 

1.1 

2B 

S-O 

43 

1= 

2.9 


Source: Quality of Life Survey (2009) 
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Water Sources per Municipality in UDM (2009) 


Water Sources per LM in UDM (2009) 



■ Mfclozi 

■ Mthcnjaneni j 

■ T'fkBndb j 

■ Marribananai | 
sgLiSMhiaithuje ' 
• uMlalazi 


All of the above is the result of expenditure in water and related infrastructure. Such 
expenditure is guided by the Water Services Development Plan (WSDP). The focus of the 
WSDP being as follows: 


• Reflection of current levels of services experienced by communities. 

• Revised need for water services by all communities in the district. 

. Prioritized projects for development of water services, coupled with budgets and time 
frames. 

• Strategies regarding technical, social and financial principles of water sources. 

The WSDP also deals with issues pertaining to the provision of sanitation services. The 
eradication of water backlogs has been addressed since the 2001/2002 financial years. The 
backlogs for water and sanitation (as the main expenditure items on the municipal budget) 
relate to the following RDP standards: 

• The minimum RDP level of water supply is 25 litres per capita per day within a walking 

distance of 200m. , ,, , i. j ii. 

• The minimum RDP level of sanitation supply is 1 VIP per household, detached from the 

household, inclusive of superstructure. 
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The following are the new UDM Strategies relating to water and sanitation provision: 

T.OW cost housing projects 

■ The UDM is responsible for the installation of basic water infrastructure (reticulation 
and bulk) 

■ Rural: Metered connection within 200 m from dwelling (funded from housing 
subsidy) 

■ Urban: Metered connection on plot boundary 

■ Households have a choice of minimum free basic or metered above 6 kl/month 
stepped tariffs 

■ Developer to construct basic on-site sanitation (VIP’ s) 


Upper income housing developments 


■ The developer constructs all water and sanitation infrastructure, including bulk where 
there is not sufficient capacity, at own cost 

■ UDM to approve design standards 

■ Households billed on metered stepped tariffs 


Industrial developments 

■ The developer constructs all water and wastewater infrastructure, including bulk 
where there is not sufficient capacity, at own cost 

■ UDM to approve design standards 

■ Water consumption billed on metered fixed tariff 

■ New policy to be developed regarding wastewater disposal of large wet industries 
incentives to do pre-treatment 


Metering System 

■ Proposed metering of inlets/outlets of all bulk water infrastructure, WTW, pump 
stations, reservoirs, for water balancing purposes 

■ All connections, including communal stand pipes to be metered 

■ New design created for metered yard connections 


Implementation of SMME programmes including EPWP 

■ Strategy document to Implement Small contractor development on water reticulation 
projects 

■ Involves Level 1 contractors registered with the CIDB 

■ Various disciplines to train, support and develop the contractors 
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■ Assistance from Department of Public Works required regarding the EP WP 

The Millennium Targets were RDP Standards for water (251/day) and sanitation (VIP) by 
2008 and 2010 respectively, but have not been met, due to financial constraints. Rather it is 
planned to meet the target for water by 2015/16 and sanitation by 2017/18. Grant funding 
was been received to conduct a backlog study and current calculations show that 
approximately R 900mil will be needed to reach the target. 

The distribution of funds between water supply and sanitation services would be distributed 
on a proportionate basis of 75% for water supply and 25% for SMiitation services 
respectively. 


Funds required eradicating total backlogs: 


Local Municipality 

Estimated Funds required per Local 
Municipality 

Estimated total funds 
required 

Water Supply 

Sanitation Supply 

uMfolozi 

R 334,457,347 

R 68,017,968 

R 402,475,3 15 

Ntambanana 

R 493,958,444 

R 44,541,792 

R 538,500,236 

uMlalazi 

Rl, 210, 563, 792 

R222,407,640 

Rl,432,971,432 

Mthonjaneni 

R 270,379,491 

R 16,296,064 

R 286,675,555 

Nkandla 

R 1,174,289,839 

R 96,871,032 

R 1,271,160,871 

Total 

R 3,483,648,915 

R 448,136,496 

R 3,931,785,411 


The following table provides a detailed summary of progress made in respect of the 
eradication of backlogs in water provision in the uThungulu District with the exception of 
uMhlathuze that are their own water services provider. 

Water Supply Backlog in uThungulu district 
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Local Muric^ily 

2008/2009 

HWIStitJOlFlS' 

HouBShclds 

withWUier 

Household 

wfhoutVIfalBr 

2009(2010 

%Backlog 

IVfol(zi(KZ2B1) 

20615 

11571 

8865 

43% 

Ntantsnana (KZ2B3) 

16339 

8987 

7353 

49% 

uMalazi(l^84) 

^623 

21885 

20738 

48% 

RAhonjaneni (KZ2B^ 

9712 

4566 

5147 

53% 

Nkandla(l^86) 

25757 

17506 

8251 

32% 

Toa 

115046 

64514 

50354 

44% 


Source: WSDP Review 2009 

The uMlalazi Municipality has completed a detailed backlog study in January 2012, and in 
terms of water provision to its rural wards, the following was extracted from the said Backlog 
Study: 

Water Sources in the Rural Wards of the uMlalazi Municipal Area 


Water 


Yard Tap 



“The majority of the households in the 23 rural wards get their water through standpipes, 
boreholes water tankers (water carts) and the river. While only a few sub-wards have yard 
taps. 

The sub-wards with standpipes and boreholes usually have households that still need to walk 
more than 200 metres and are therefore outside the basic level of service. Compoimding the 
problem further is that there are a number of standpipes that are either broken or they 
periodically run out of water. 
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The households receiving their water from the water carts also suffer because these tankers 
typically come to refill the water tanks twice a week. This results in the long queues for water 
on the days the tankers come and fights have been known to break out in these instances. This 
water is usually depleted within an hour of the tankers refilling. This group of households 
therefore also falls outside the basic level of serv ice. 

The households that get water from the river, and this makes up those households serviced by 
the water carts and broken/ out of service standpipes, usually have to also share this water 
with livestock and upstream, some might be using the water for washing. Some even get their 
water from stagnant ponds. This situation can lead to a number of diseases including cholera. 
There is also a danger of crocodiles and drowning. 

It is clear that uThungulu DM has made some inroads in providing the residents of uMlalazi, 
with at least the basic level of service but without operations and maintenance (O&M) of the 
infrastructure, those households that had been afforded the basic level of service are back to 
having to walk very long distances for water or use unsafe raw water. 

It is imperative that the WSA use some of its budget on O&M as well as compiling a 
comprehensive plan to service the households that are not currently served.” 

The following table provides a detailed summary of progress made in respect of the 
eradication of backlogs in sanitation provision. 


Sanitation Backlogs in uThungulu district 


Local Municipally 

2008/2009 

Households 

Households 

with Sanitation 

Households 

without 

Sanitation 

2009/2010 

% Backlog 

uMfoIozi (KZ2S1) 

20615 

10457 

10158 

49% 

Ntambanana (KZ283) 

16 339 

9 687 

6652 

41% 

uMlalazi (KZ284) 

42 623 

9 408 

33 215 

78% 

Mthonjaneni (KZ285) 

9 712 

7 278 

2 434 

25% 

Nkandia (KZ286) 

25 757 

11290 

14 467 

56% 

Total 

115 046 

48 120 

66 926 

58% 


Source: WSDP Review 2009 

The uMlalazi Municipality has completed a detailed backlog study in January 2012, and in 
terms of sanitation provision to its rural wards, the following was extracted from the said 
Backlog Study: 
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Sanitation Facilities in Rural Wards in the uMlalazi Municipal Area 

Sanitation 


IMotacililic’S 

1"-n 



“The sanitation situation in uMlalazi rural wards looks bleak as the majority of the population 
relies on raw surface water (for those that get their water from the river) and groundwater for 
the boreholes. The rural wards either have VIP’s or the normal self built pit latrines. 

The proximity of these structures can impact on the quality of raw water. VIP’s when 
maintained properly are a very appropriate sanitation technology for rural wards, however in 
uMlalazi, Some VIP’s were poorly constructed and the structures are destroyed with each 
passing storm. The VIP’s are also overflowing as they have a limited use, they are only as 
good as the volume of human waste they ean take. This situation therefore results in some of 
the households receiving this basic sanitation level of service also forming the backlog 
because they go back to using the self built pit latrines. 

The most disturbing trend is observed in Wards 1, 8 and 21, whereby the residents don t even 
build themselves pit latrines but use the nearby forest and fields. This human excrement 
makes it to the water sources that are used for human consumption. 

Uthungulu District Municipality as WSA has a number of initiatives underway, notably: 

• Water loss management strategy 

• Water metre installation 

• Water quality improvement interventions 
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SOLID WASTE 
Refuse Removal (2001) 


REFUSE REMOVAL (2001) 

NO 

% 

Removed by Local Authority at least once a week 

1 746 

9% 

Removed by Local Authority less often 

479 

2% 

Communal Refuse Dump 

793 

4% 

Own Refuse Dump 

14312 

70% 

No Rubbish Disposal 

3 109 

15% 

Not Applicable 

0 

0% 

TOTAL 

20 439 

100% 


Source: Census 2001 

Refuse Removal (2001) 


REFUSE REMOVAL (2001) 



Authority Authority Dump Dump Disposal 
at least less often 
once a 
week 


Source: Census 2001 

The uMlalazi Municipality has completed a detailed backlog study in January 2012, and in 
tenns of solid waste removal services to its rural wards, the following was extracted from the 
said Backlog Study: 
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Solid Waste Removal Services to Rural Wards in uMlalazi Municipal Area 


Solid Waste 



Solid waste collection within the rural wards of the municipality is somewhat patchy, 
however the appointment of collectors is still ongoing. 


22. TRANSPORT NETWORK 

The Municipality has a well developed road network on a national, district, and local scale, 
but the condition of the majority of the local roads are poor, and access is problematic in wet 
conditions. The UDM has prepared an Integrated Transportation Plan which will designate 
roads in need of upgrade thus hopefully improving local movement. 

The Durban/Maputo/Gauteng railway line traverses the municipality and passes through 
KwaUmfolozi. It is mainly used for the transportation of freight, to Gauteng and 
Mpumalanga, but a passenger service has been introduced between Durban and Maputo. 

The following primary' and secondary transportation routes are aligned through the uMlalazi 
Municipal Area: 

• The N2 Motorway is aligned through the eastern sector of the municipal area in proximity 
to both Gingindlovu and Mtunzini. This implies that the majority of the municipal area is 
well removed from this primary transportation corridor. There are two tailgates in respect 
of this route the one being the Mtunzini Plaza and the other being the Dokodweni Ramp 

Plaza 

• The R102 is aligned almost parallel to the N2 Motorway and represents the pre\ious only 
North Coast Road. It is still a popular route particularly for operators wishing to avoid the 
payment of toll. 

• The R66 which links the N2 Motorway with Eshowe, Melmoth and Vryheid. Some 
surface improvements were recently completed but substantially more could be done as it 
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is an important transportation route for Eshowe from both transportation and an economic 
development perspective. 

• The R34 linking the Nkwaleni Valley midway between Eshowe and Melmoth with 
Empangeni. It links with the John Ross Highway in Richards Bay and the latter is in the 
process of a substantial upgrade. 

• The P230 is an important alternative route to the R34 and is in the process of being 
upgraded to full tarmac standard. This will elevate this route to an important secondary 
transportation route offering alternative access to Empangeni. 

• The P710 links the south-western sector of the municipal area with Mandeni ^d is a 
gravel surfaced transportation route which is in need of a similar upgrade as is being 
implemented for the P230. 

• The P50-2 to Nkandla is also an important link through Mbongolwane and some 
improvement to the surface has been done. 

• The PI 5-2 is aligned across the Tugela River linking Kranskop in the south-west. 
Upgrading of this road is taking place. 

• Other than the above the municipal area is crisscrossed by a number of disttict traffic 
routes, often in a poor condition and making effective transportation problematical. 

• Lowest in the ranking of transportation routes are the so-called agricultural roads which 
provide access to agricultural crops and link with the district roads. 

23. ELECTRICITY / ENERGY 

Eskom, the national electricity supplier, supplies electricity in bulk. Richards Bay, Melmoth, 
Eshowe and Empangeni are the only towns that buy electricity in bulk and distribute to their 
consumers. Areas within the Mfolozi Municipal Area which are provided with electricity, 
obtain such electricity directly from Eskom. 

Eskom supplies grid electrification while the Department of Mineral and Energy Affairs is 
responsible for non-grid electrification. A combined strategy/partnership between uThungulu 
DM and Eskom is urgently required to form an integrated and sustainable electrical serv ice 
delivery within the district. In conjunction with the Department of Minerals & Energy and 
Eskom a plan should be devised to implement the uThungulu Energy Master Plan as 
compiled. 

The national energy crisis has far reaching implications on the supply and maintenance of 
infrastructure services to the district, notably the cost for stand by generators at pump stations 
as well as the running cost of such generators. Apart from such operational expenses, the 
environmental costs of increased combustion into the atmosphere as a result of generator 
operations also need to be considered. 


Energy for Lighting 


Energy Source: Lighting 

Census 2001 

Community Survey 2007 

Electricity 

39.0% 

44.8% 

Gas 

0.5% 

0.4% 

Paraffin 

2.8% 

2.9% 

Candles 

57.0% 

50.6% 

Solar 

0.3% 

0.3% 
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Energy Source: Lighting 

Census 2001 

Community Survey 2007 

Other 

0.4% 

1.0% 

TOTAL 

100.0% 

100.0% 


Between 2001 and 2007, there has been a noticeable increase in the use of electricity as a 
source for lighting, i.e. ftom 39% to 44.8%. Further, and not unexpected, there has also been 
a moderate decrease in the use of candles for lighting purposes, i.e. from 57% in 2001 to 
50.6% in 2007. However, it is clear that there are still ver>- substantial backlogs in tire 
provision of electricity to people residing within the uMlalazi Municipal Area. 

Energy for Lighting 


Type of Emergy/ Fyel osed for 
Lfgliting 


6^ C' . 0 ^ 5 



at Census 2001 
■ Survev 2 00? 


^ ^ ^ ^ 




Source: StatsSA Census 2001 and Community Survey 2007 


Energy for Cooking 


Energy Source: Cooking 

Census 2001 

Community Survey 
2007 

Electricity 

24.5% 

36.5% 

Gas 

4.1% 

3.4% 

ParafiSn 

12.7% 

9.3% 

Wood 

56.6% 

50.8% 

Coal 

0.5% 

0.0% 

Animal Dung 

0.5% 

0.0% 

Solar 

0.3% 

0.0% 

Other 

0.8% 

0.0% 

TOTAL 

100.0% 

100.0% 
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Energy for Cooking 


T^pe of Energy / Fuel used for 
Cooking 



Source: StatsSA Census 2001 and Community Survey 2007 

Energy use for cooking has followed the same trend between 2001 and 2007 as in the case of 
energy being used for lighting. Between 2001 and 2007, there has been an increase in the use 
of electricity as a source for cooking, i.e. from 24.5% to 36.5%. However, it is concerning to 
note that in 2007 some 50.7% of households were still dependent on wood for cooking. 

The uMlalazi Municipality has completed a detailed backlog study in January 2012, and in 
terms of eleetricity provision to its rural wards, the following was extracted from the said 
Backlog Study: 

Electricity provision to the rural Wards within the uMlalazi Municipal Area 

Electricity 




“The electricity coverage in uMlalazi is good because the households that are not yet 
connected are in the municipality’s planning priorities and those that are 100 m or less will be 
served as soon as funding is available.” 
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24. 


THE ROT 4^ OIIT OF FREE BASIC SERVICES 


The roll-out of free basic services (i.e. 6kl of free water per household per month) is closely 
linked to the roll-out of the UDM Water Services Development Plan. In the areas of the 
municipality which are covered by water schemes and reticulation, free water is made 
available to households at 6kl per household per month. 

The table below reflects the monthly amounts paid by the Municipality to Eskom for the 
provision of free basic electricity in the rural areas of the municipality. 


Eskom Free Basic Electricity (Rural) 


ESKOM FREE BASIC ELECTRICITY (RURAL) 
Amounts paid by the Municipality on a monthly basis to 

Eskom 

AMOUNT PAID 
TO ESKOM FOR 
FBE 

Jul-11 

R51 238.11 

Aug- 11 

R 53 448.38 

Sep- 11 

R 53 880.88 

Oct-11 

R 54 313.42 

Nov- 11 

R53 911.82 

Dec-1 1 

R 52 027.19 

Jan-12 

R 78 972.45 

Feb-12 

R 71 293.26 

TOTAL 

R469 085.51 


The Municipality maintains an Indigent Register and provides free basic services to such 
persons on the register for the towns of Eshowe and Gingindlovu, as reflected m the tables 

below (February 201 1): 


Free Basic Electricity (Municipality) 


FREE BASIC ELECTRICITY 

Supplied by the Municipality 

NUMBER OF HOUSEHOLDS 

Feb 2011 

Feb 2012 

Eshowe: Free Basic Electricity 

53 

41 

King Dinizulu: Free Basic Electricity 

88 

76 

Eshowe & Kina Dinizulu: Pre-Paid Electricity 

566 

689 

TOTAL 

707 

806 


Free Basic Refuse (Municipality) 


FREE BASIC REFUSE 

Supplied by the Municipality 

NUMBER OF HOUSEHOLDS 

Feb 2011 

Feb 2012 

Gingindlovu: Free Basic Refuse 

51 

62 

Eshowe: Free Basic Refuse 

649 

635 

King Dinizulu: Free Basic Refuse 

212 

290 

TOTAL 

912 

987 
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25. STRATEGIC DEVELOPMENT RATIONALE ; COMPA RATIVE 
ADVANTAGES AREAS 


The Strategic Development Rationale provides the overall approach to the De\elopment of 
the uMlalazi Municipal Area. This Rationale forms the premise for the Spatial Development 
Framework. The rationale has both physical and institutional components, i.e. it focuses on 
the structuring of the urban and rural form to overcome developmental problems and address 
key priorities and needs as well as the institutional requirements in terms of resourcing 
(human and financial) to attain the aforesaid. 

The key aspect to the Strategic Development Rationale is to focus on those components, 
elements or areas that will provide the highest impact in terms of sus^nable development 
contributing towards local economic development and in a substantial increase in the li\ ing 
standard of people residing in the municipal area, as well as the financial viability of the 
municipality itself. This cannot be attained without financial inputs while the effective use of 
such financial inputs cannot be done without a Council that is empowered to make efficient 
and effective use of scarce resources. 

The Strategic Development Rationale for uMlalazi is supported through the development of a 
hierarchy of nodes (as proposed through the revised SDF). These nodes will form the focd 
points for development and service provision, to ensure access to social and economic 
opportunities for the entire area. The concentration of activities in and around nodes will 
stimulate a higher order of activities and development. Access to social and econornic 
opportunities at such nodal areas will have to be managed and supported to ensure its 
efficiency. 

The Strategic Development Rationale puts forward an incremental development approach, 
where the upgrading of existing services and provision of new services is focused in specific 
areas according to settlement and nodal classification and according to areas where there is 
already economic growth or the potential for economic growth. 

The Strategic Development Rationale also recognises the need for the Municipality to build 
strong public - inter-governmental (between local, district, provincial and national 
government) and public - private partnerships. This component is essential to ensure that 
obstacles are identified and dealt with - procedural, human resource as well as financial. 
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26. 


IDENTIFIED COMPARATIVE ADVANTAGES 


• Coastline of approximately 17kms 

• Excellent biodiversity 

• Goedertrouw/Phobane Dam 

• Siyaya Coastal Reserve (the uMlalazi Reserve and the Amatikulu Reserve) 

• Four Consen ation Areas (Entumeni Nature Reserve, Mbongolwane Wetland, Ongoye 
and Dhlinza Forests) 

• N2 National Road traverses through the Municipal Area along its south-eastern 
boundary 

• The R66 Main Road traverses through the centre of the municipal area from south to 
north, providing a road link between Durban, Ulundi and Vryheid. 

• The municipality is located adjacent and to the south of one of the fastest growing 
urban centres in South Africa, namely Richards Bay - Empangeni. 

• The municipal area is rich in historical and cultural assets. 


27. KEY CHALLENGES 

The following are considered to be the Key Challenges faced by the uMlalazi Municipality: 

• To continue to capacitate Ward Committees to effectively and efficiently participate in 
planning and development processes. 

• To build on the good twinning relationship between the Geel local authority in Belgium 
and the uMlalazi Municipality. 

• To transfer all community facilities to the Municipality. 

• To facilitate the use of suitable community halls for multi-purpose uses. 

• To ensure that the current 8 rural housing projects and 4 urban projects are completed 
successfully. 

• To investigate how cell phones can be used as a communication tool to further improve 
communication between communities and the Municipality. 

• To focus on rural tourism development in which the Municipal Area’s biodiversity, 
cultural heritage, opportunities offered along the Tugela River, cross-border tourism 
opportunities and the tourism development opportunities offered by the Goedertrouw / 
Phobane Dam, are exploited in a sustainable manner. 

• To focus on agricultural development in whieh, amongst others, the establishment of co- 
operatives and agri-industries are investigated. 

• To investigate how potable water can be used for the benefit of the Municipality and its 
communities. 

• To find innovative ways in which inclusive LED can be realised. 

• To ensure that officials and councilors are fully capacitated to deliver effectively and 
efficiently on the Municipality’s development mandate in a sustainable manner. 

• To ensure continued improvement in inter-departmental and external communication 
(including IGR) in planning and development processes and delivery. 

• To ensure proper spatial planning (and the roll-out of wall-to-wall rural planning 
schemes) in order that informed decisions can be taken with regards to development / 
investment through whieh the provision of community facilities, infrastructure and 
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services, community development, economic development and human settlement, can 
happen in a sustainable manner. 

• The addressing of all backlogs in respect of water and sanitation provision, electricity 
provision and solid waste removal taking due cognizance of the need to focus 
development and investment in areas where there is economic growth or the potential for 
economic growth. 

• To ensure that in m’eas where there are no economic potential, investment will be focused 
on the provision of basic water and sanitation at RDP standards, with a greater focus on 
human capital investment through education and training. This will provide people 
residing in such areas with a greater range of skills and education in order to provide them 
with the means to seek opportunities elsewhere. 

• To promote industrial development at Eshowe and Gingindlovu. 

• To eradicate alien vegetation whilst at the same time creating temporary jobs in doing so. 

• To reduce unemployment by 5% by 2014 through the participation in Extended Public 
Work Programmes and the War Against Poverty initiative. 

• To facilitate the provision and maintenance of essential rural access roads. 

To embrace all government and other programmes that are aimed at providing both 

temporary and permanent employment. 
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REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON UMLALAZI MUNICIPALITY 


REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1. I have audited the financial statements of the uMlalazi Municipality set out on pages 7 to 
59, which comprise the statement of financial position as at 30 June 2012, the statement 
of financial performance, statement of changes in net assets and the cash flow 
statement for the year then ended, and the notes, comprising a summary of significant 
accounting policies and other explanatory information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of these 
financial statements in accordance with the South African Standards of Generally 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 
2003) (MFMA) and the Division of Revenue Act of South Africa, 2011 (Act No. 6 of 2011) 
(DoRA), and for such internal control as the accounting officer determines is necessary to 
enable the preparation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditor-General’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on my audit. 

I conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act 
No. 25 of 2004) (PAA), the General Notice issued in terms thereof and International 
Standards on Auditing. Those standards require that I comply with ethical requirements 
and plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control relevant to the municipality’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the municipality’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 

Opinion 

6. In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the uMlalazi Municipality as at 30 June 2012, and its financial 
performance and cash flows for the year then ended, in accordance with the SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 
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Emphasis of matters 

7. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Restatement of corresponding figures 

8 As disclosed in note 45 to the financiai statements, the corresponding fiS^res for 30 June 
■ 2011 have been restated as a resuit of changes in accounting policies in the financial 

statements of the uMlalazi Municipality that have been effected by '"®"® 9 ement and 
applied retrospectively in accordance with GRAP 3 requirements at, and fo y 
ended. 30 June 2011. 

Material losses 

9 As disclosed in note 44 to the financial statements, the municipality reported R8.575 
million in electricity losses as a result of street lights and municipal buildings consumption 
that are not metered, as well as unauthorised tampering with electricity installations. 

Irregular expenditure 

10. As disclosed in note 31.1 to the financial statements, irregular expenditure amounting to 
R468 431 was incurred during the year as a result of contravention of the Loo 
Government: Municipal Supply Chain Management Regulations (GNR 868 of 30 May 
2005) (municipal SCM regulations). 

Fruitless and wasteful expenditure 

11 As disclosed in note 31.2 to the financial statements, fruitless and wasteful expendl^^ture 
amounting to R251 049 was incurred during the year as a result of payments made to 

fictitious suppliers. 

Unauthorised expenditure 

12 As disclosed in note 50 to the financial statements, the municipality spent R2,607 million 

■ in excess of the budgeted amount as per the respective line votes, in contravention of 

section 1 5 of the MFMA. 

ADDITIONAL MATTER PARAGRAPHS 

The following additional matter paragraphs will be included in our auditor’s report to draw the 
users’ attenWon to matters regarding the audit, the auditor’s responsibilities and the auditors 

report: 

Unaudited supplementary schedules 

13 The supplementary information set out on pages 46 - 53 does not form part of the 

■ financial statements and was presented as additional information. 1 have not audited the 
schedule and, accordingly, I do not express an opinion thereon. 


Additional matters 

14. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 

15 In accordance with the PAA and the General Notice issued in terms thereof, I report the 
' following findings relevant to performance against predetermined objectives, compliance 
with laws and regulations and internal control, but not for the purpose of expressing an 
opinion. 

Predetermined objectives 

16. I performed procedures to obtain evidence about the usefuiness and reliability of the 
information in the annuai performance report as set out on pages 64 to 71 of the annual 
report. 

17 The reported performance against predetermined objective was evaluated against the 
’ overall criteria of usefulness and reliability. The usefulness of information in the annual 
performance report relates to whether it is presented in accordance with the National 
Treasury annual reporting principles and whether the reported performance is consistent 
with the planned [objectives/ development priorities or objectives]. The usefulness of 
information further relates to whether indicators and targets are measurable (i.e. well 
defined, verifiable, specific, measurable and time bound) and relevant as required by the 
National Treasury Framework for managing programme performance information. 

The reliability of the information in respect of the selected objectives is assessed to 
determine whether it adequately reflects the facts (i.e. whether it is valid, accurate and 

complete). 

18. The material findings on the usefulness and reliability of information are as follows. 

Usefulness of information 

19. Section 41(c) of the Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) requir^ 
that the integrated development plan should form the basis for the annual report, 
therefore requiring consistency of objectives, indicators and targets between planning 
and reporting documents. A total of 21 % of the selected reported strategic objectives are 
not consistent with the objectives as per the approved integrated development plan a™ 
a total of 30% of the selected reported performance indicators are not consistent with the 
performance indicators as per the approved integrated development plan. 

20 Section 41(c) of the MSA requires that the integrated development plan should form the 
' basis for the annual report, therefore requiring consistency of objectives, indicators and 
targets between planning and reporting documents. A total of 26% of the selected 
reported indicators and targets that were set are beyond the controi of the municipality, 
with the result that they are not relevant. 

Compliance with laws and regulations 

21. I performed procedures to obtain evidence that the municipality had complied with 
applicable laws and regulations regarding financial matters, financial management arid 
other related matters. My findings on material non-compliance with specific matters in 
key appiicable laws and regulations, as set out in the General Notice issued in terms of 
the PAA, are as follows 

Procurement and contract management 

22. Awards amounting to R801 714 were made to service providers who are persons in the 
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service of state institutions or whose directors/ principal sharehoiders are persons in 
service of state institutions, in contravention of SCM reguiation 44. 

Budgets 

23. The municipaiity incurred expenditure that was not budgeted for and incurred expenditure 
in excess of the iimits of the amounts provided for as per the respective iine votes in the 
approved budget, in contravention of section 15 of the MFMA. 

Annual financial statements 

24. The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122 of the MFMA. Material misstatements 
of liabilities and revenue identified by the auditors were subsequently corrected, resulting 
in the financial statements receiving an unqualified audit opinion. 

Audit committees 

25. The audit committee did not advise the council of the municipality on the adequacy, 
reliability and accuracy of financial reporting and information, as required by section 
166(2)(a)(iv) of the MFMA. 

Internal audit 

26. The internal audit unit did not report to the audit committee on matters relating to 
compliance with the MFMA, DoRA and any other applicable legislation, as required by 
section 165(2)(b) of the MFMA. 

Expenditure management 

27. The accounting officer did not take reasonable steps to prevent unauthorised 
expenditure, irregular expenditure and fruitless and wasteful expenditure, as required by 
section 62(1 )(d) of the MFMA. 

Internal control 

28. I considered internal control relevant to my audit of the financial statements, the annual 
performance report and compliance with laws and regulations. The matters reported 
below under the fundamentals of internal control are limited to the significant deficiencies 
that resulted in the findings on the annual performance report and the findings on 
compliance with laws and regulations included in this report. 

Leadership 

29. The accounting officer did not exercise adequate oversight responsibility regarding 
financial and performance reporting and compliance with the applicable laws and 
regulations relating to the granting of awards as well as the related internal controls. 

Financial and performance management 

30. The accounting officer did not review and monitor compliance with the applicable laws 
and regulations for the awards to persons who are in service of the state and the 
reporting to the council on the adequate application of the SCM policy. 
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31. The accounting officer did not adequately review and monitor compliance with the 
applicable laws and regulations relating to the budget and the management of 
unauthorised expenditure. 

32. The accounting officer did not prepare regular, accurate and complete financial and 
performance reports that are supported and evidenced by reliable information. 

33. Inadequate implementation of controls by the finance department’s management over 
daily, monthly processing and reconciling of transactions relating to the bank 
reconciliations. 

34. The accounting officer did not review and monitor compliance with the applicable laws 
and regulations for the setting of relevant performance indicators and targets in 
accordance with the SMART principle that are not beyond the control of the municipality. 

GOVERNANCE 

Internal audit 

35. The accounting officer did not implement appropriate risk management activities to 
ensure that regular risk assessments, including consideration of IT risks, an internal audit 
plan and fraud prevention, are conducted and that a risk strategy to address the risks is 
developed and monitored. 

36. The accounting officer did not ensure that there is an adequately resourced and 
functioning internal audit unit that identifies internal control deficiencies and recommends 
corrective action effectively. 

Audit committee 

37. The accounting officer did not ensure that the audit committee promotes accountability 
and service delivery through evaluating and monitoring responses to risks and providing 
oversight of the effectiveness of the internal control environment, including financial and 
performance reporting and compliance with laws and regulations. 
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OTHER REPORTS 


Investigations 

38. A case of fraud is being investigated relating to the unauthorised transfer of funds to 
certain bank accounts by a municipal staff member. The investigation is still In progress 
and the total amount defrauded has not been confirmed. 


Pietermaritzburg 
30 November 2012 



AUDlTOR-GENEHjQkL 
SOUTH AFRICA 


AudiVing fo bu/lof public confidence 
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REPORT OF THE AUDITOR-GENERAL TO THE KWAZULU-NATAL PROVINCIAL 
LEGISLATURE AND THE COUNCIL ON UMLALAZI MUNICIPALITY 


REPORT ON THE FINANCIAL STATEMENTS 

Introduction 

1 . I have audited the financial statements of the uMlalazi Municipality set out on pages 7 to 
59, which comprise the statement of financial position as at 30 June 2012, the statement 
of financial performance, statement of changes in net assets and the cash flow 
statement for the year then ended, and the notes, comprising a summary of significant 
accounting poiicies and other expianatory information. 

Accounting officer’s responsibiiity for the financiai statements 

2. The accounting officer is responsibie for the preparation and fair presentation of these 
financiai statements in accordance with the South African Standards of Generaliy 
Recognised Accounting Practice (SA Standards of GRAP) and the requirements of the 
Local Government: Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 
2003) (MFMA) and the Division of Revenue Act of South Africa, 2011 (Act No. 6 of 201 1) 
(DoRA), and for such internal control as the accounting officer determines is necessary to 
enable the preparation of financial statements that are free from material misstatement, 
whether due to fraud or error. 

Auditor-General’s responsibility 

3. My responsibility is to express an opinion on the financial statements based on my audit. 

I conducted my audit in accordance with the Public Audit Act of South Africa, 2004 (Act 
No. 25 of 2004) (PAA), the General Notice issued in terms thereof and International 
Standards on Auditing. Those standards require that I comply with ethical requirements 
and plan and perform the audit to obtain reasonable assurance about whether the 
financial statements are free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts and 
disclosures in the financial statements. The procedures selected depend on the auditor’s 
judgement, including the assessment of the risks of material misstatement of the 
financial statements, whether due to fraud or error. In making those risk assessments, 
the auditor considers internal control rdevant to the municipality’s preparation and fair 
presentation of the financial statements in order to design audit procedures that are 
appropriate in the circumstances, but not for the purpose of expressing an opinion on the 
effectiveness of the municipality’s internal control. An audit also includes evaluating the 
appropriateness of accounting policies used and the reasonableness of accounting 
estimates made by management, as well as evaluating the overall presentation of the 
financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to provide a 
basis for my audit opinion. 

Opinion 

6. In my opinion, the financial statements present fairly, in all material respects, the 
financial position of the uMlalazi Municipality as at 30 June 2012, and its financial 
performance and cash flows for the year then ended, in accordance with the SA 
Standards of GRAP and the requirements of the MFMA and DoRA. 
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Emphasis of matters 

7. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 

Restatement of corresponding figures 

8. As disclosed in note 45 to the financial statements, the corresponding figures for 30 June 
2011 have been restated as a result of changes in accounting policies in the financial 
statements of the uMlalazi Municipality that have been effected by management and 
applied retrospectively in accordance with GRAP 3 requirements at, and for the year 
ended, 30 June 2011. 

Materia! losses 

9. As disclosed in note 44 to the financial statements, the municipality reported R8,575 
million in electricity losses as a result of street lights and municipal buildings consumption 
that are not metered, as well as unauthorised tampering with electricity installations. 

Irregular expenditure 

10. As disclosed in note 31.1 to the financial statements, irregular expenditure amounting to 
R468 431 was incurred during the year as a result of contravention of the Local 
Government: Municipal Supply Chain Management Regulations (GNR 868 of 30 May 
2005) (municipal SCM regulations). 

Fruitless and wasteful expenditure 

11. As disclosed in note 31.2 to the financial statements, fruitless and wasteful expenditure 
amounting to R251 049 was incurred during the year as a result of payments made to 
fictitious suppliers. 

Unauthorised expenditure 

12. As disclosed in note 50 to the financial statements, the municipality spent R2,607 million 
in excess of the budgeted amount as per the respective line votes, in contravention of 
section 15 of the MFMA. 

ADDITIONAL MATTER PARAGRAPHS 

The following additional matter paragraphs will be included in our auditor’s report to draw the 

users’ attention to matters regarding the audit, the auditor’s responsibilities and the auditor’s 

report; 

Unaudited supplementary schedules 

13. The supplementary information set out on pages 46 - 53 does not form part of the 
financial statements and was presented as additional information. I have not audited the 
schedule and, accordingly, I do not express an opinion thereon. 

Additional matters 

14. I draw attention to the matters below. My opinion is not modified in respect of these 
matters. 
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REPORT ON OTHER LEGAL AND REGULATORY REQUIREMENTS 


15. In accordance with the PAA and the General Notice issued in terms thereof, I report the 
following findings relevant to performance against predetermined objectives, compliance 
with laws and regulations and internal control, but not for the purpose of expressing an 
opinion. 

Predetermined objectives 

16. I performed procedures to obtain evidence about the usefulness and reliability of the 
information in the annual performance report as set out on pages ... to ... of the annual 
report. 

17. The reported performance against predetermined objective was evaluated against the 
overall criteria of usefulness and reliability. The usefulness of information in the annual 
performance report relates to whether it is presented in accordance with the National 
Treasury annual reporting principles and whether the reported performance is consistent 
with the planned [objectives/ development priorities or objectives]. The usefulness of 
information further relates to whether indicators and targets are measurable (i.e. well 
defined, verifiable, specific, measurable and time bound) and relevant as required by the 
National Treasury Framework for managing programme performance information. 

The reliability of the information in respect of the selected objectives is assessed to 
determine whether it adequately reflects the facts (i.e. whether it is valid, accurate and 
complete). 

18. The material findings on the usefulness and reliability of information are as follows. 

Usefulness of information 

19. Section 41(c) of the Municipal Systems Act, 2000 (Act No. 32 of 2000) (MSA) requires 
that the integrated development plan should form the basis for the annual report, 
therefore requiring consistency of objectives, indicators and targets between planning 
and reporting documents. A total of 21% of the selected reported strategic objectives are 
not consistent with the objectives as per the approved integrated development plan and 
a total of 30% of the selected reported performance indicators are not consistent with the 
performance indicators as per the approved integrated development plan. 

20. Section 41(c) of the MSA requires that the integrated development plan should form the 
basis for the annual report, therefore requiring consistency of objectives, indicators and 
targets between planning and reporting documents. A total of 26% of the selected 
reported indicators and targets that were set are beyond the control of the municipality, 
with the result that they are not relevant. 

Compliance with laws and regulations 

21. I performed procedures to obtain evidence that the municipality had complied with 
applicable laws and regulations regarding financial matters, financial management and 
other related matters. My findings on material non-compliance with specific matters in 
key applicable laws and regulations, as set out in the General Notice issued in terms of 
the PAA, are as follows 

Procurement and contract management 

22. Awards amounting to R801 714 were made to service providers who are persons in the 


service of state institutions or whose directors/ principal shareholders are persons in 
service of state institutions, in contravention of SCM regulation 44. 

Budgets 

23. The municipality incurred expenditure that was not budgeted for and incurred expenditure 
in excess of the limits of the amounts provided for as per the respective line votes in the 
approved budget, in contravention of section 15 of the MFMA. 

Annual financial statements 

24. The financial statements submitted for auditing were not prepared in all material respects 
in accordance with the requirements of section 122 of the MFMA. Material misstatements 
of liabilities and revenue identified by the auditors were subsequently corrected, resulting 
in the financial statements receiving an unqualified audit opinion. 

Audit committees 

25. The audit committee did not advise the council of the municipality on the adequacy, 
reliability and accuracy of financial reporting and information, as required by section 
166(2)(a)(iv)oftheMFMA. 

Internal audit 

26. The internal audit unit did not report to the audit committee on matters relating to 
compliance with the MFMA, DoRA and any other applicable legislation, as required by 
section 165(2)(b) of the MFMA. 

Expenditure management 

27. The accounting officer did not take reasonable steps to prevent unauthorised 
expenditure, irregular expenditure and fruitless and wasteful expenditure, as required by 
section 62(1 )(d) of the MFMA. 

Internal control 

28. I considered internal control relevant to my audit of the financial statements, the annual 
performance report and compliance with iaws and regulations. The matters reported 
below under the fundamentals of internal control are limited to the significant deficiencies 
that resulted in the findings on the annual performance report and the findings on 
compliance with laws and regulations included in this report. 

Leadership 

29. The accounting officer did not exercise adequate oversight responsibility regarding 
financiai and performance reporting and compliance with the applicable laws and 
regulations relating to the granting of awards as well as the related internal controls. 

Financial and performance management 

30. The accounting officer did not review and monitor compliance with the applicable laws 
and regulations for the awards to persons who are in service of the state and the 
reporting to the council on the adequate application of the SCM policy. 
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31. The accounting officer did not adequately review and monitor compliance with the 
applicable laws and regulations relating to the budget and the management of 
unauthorised expenditure. 

32. The accounting officer did not prepare regular, accurate and complete financial and 
performance reports that are supported and evidenced by reliable information. 

33. Inadequate implementation of controls by the finance department’s management over 
daily, monthly processing and reconciling of transactions relating to the bank 
reconciliations. 

34. The accounting officer did not review and monitor compliance with the applicable laws 
and regulations for the setting of relevant performance indicators and targets in 
accordance with the SMART principle that are not beyond the control of the municipality. 

GOVERNANCE 

Internal audit 

35. The accounting officer did not implement appropriate risk management activities to 
ensure that regular risk assessments, including consideration of IT risks, an internal audit 
plan and fraud prevention, are conducted and that a risk strategy to address the risks is 
developed and monitored. 

36. The accounting officer did not ensure that there is an adequately resourced and 
functioning internal audit unit that identifies internal control deficiencies and recommends 
corrective action effectively. 

Audit committee 

37. The accounting officer did not ensure that the audit committee promotes accountability 
and service delivery through evaluating and monitoring responses to risks and providing 
oversight of the effectiveness of the internal control environment, including financial and 
performance reporting and compliance with laws and regulations. 
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OTHER REPORTS 


Investigations 

38. A case of fraud is being investigated relating to the unauthorised transfer of funds to 
certain bank accounts by a municipal staff member. The investigation is still in progress 
and the total amount defrauded has not been oinfirmed. 



Pietermaritzburg 
30 November 2012 



AUDITOR'GtcNEItAL 
SOUTH AFRICA 

Auditing io build public confidence 


Page 6 



Annual Financial Statements 


for 


uMlalazi Municipality 


for the year ended 30 June 2012 


Province: 

APS rounding; 


KwaZulu-Natal 


To the nearest Rand 


Contact information: 

Name of Municipal Manager: 

Simon Mashabane 




Name of Chief Financial Officer: 

Huey Geringer (Acting) 


Contact telephone number; 

035 - 473 3338 


Contact e-mail address: 

huevO-umlalazi ora za 




Name of contact at Provincial 
Treasury: 

Sifiso Vezi 


Contact telephone number; 

033 - 897 4532 


Contact e-mail address: 

sifiso.vezi(S).kzntreasurv aov za 




Name of relevant Auditor: 

Ntombifuthi Precious Makaye 


Contact telephone number. 

033 - 264 7406 


Contact e-mail address; 

omakavetSaasa co za 




Name of contact at National 
Treasury: 

Matsie Sehlapelo 


Contact telephone number: 

012 - 315 5295 


Contact e-mail address: 

unathi ndobenitE&treasufv aov za 





Page? 





uMLALAZI MUNICIPALITY 


ANNUAL FINANCIAL STATEMENTS AS AT 30 JUNE 2012 


General Information 


His Worship the Mayor 
Deputy mayor 
Chief whip 
Speaker of Councii 


Counciiior T B Zuiu 
Counciiior M T-G Mchunu 
Counciiior M M M Ntuli 
Councillor E N Mtshali 


Members of the executive committee 

His Worship the Mayor Councillor T B Zulu (Chairperson) 

The Deputy mayor Councillor M T-G Mchunu 

Councillor C M Gamede 

Alderman S B Larkan 

Councillor M Mbuyazi 

Councillor C T Ndwalane 

Councillor B R L Ngema 

Councillor J K Powell 

Councillor I Woolatt 

Councillor Q T Xulu 


Members of the Council 

Councillor M B Biyela 
Councillor N L Biyela 
Councillor B S Cebekhulu 
Councillor M M Cebekhulu 
Councillor M E DIamini 
Councillor P G DIolane 
Councillor M DIudIa 
Councillor T A Hlatshwayo 
Councillor E Z Jaffe 
Councillor M M Khanyile 
Councillor K Khumalo 
Councillor B C Magwaza 
Councillor K B Magwaza 
Councillor MET Magwaza 
Councillor S G Mbambo 
Councillor S K Mbatha 
Councillor M F Mdluli 
Councillor Z A Mhlongo 
Counciiior N M Mnqayi 
Councillor F M Mtengu 


Councillor M M Mzimela 
Councillor N S Mzimela 
Councillor S Naicker 
Councillor I F Ndwandwe 
Councillor S G Ngema 
Councillor D T Ngonyama 
Councillor M Z Nkwanyana 
Councillor T E Ntsele 
Councillor M G Ntull 
Councillor M H Qwabe 
Councillor S Schoeman 
Councillor T G Shandu 
Councillor B P Simelane 
Councillor S S Sithole 
Councillor EATalmage 
Councillor B L Thusi 
Councillor V M Xulu 
Councillor M G Zondi 
Councillor N S Zulu 
Councillor E M Zwane 



uMLALAZI MUNICIPALITY 


ANNUAL FINANCIAL STATEMENTS AS AT 30 JUNE 201 2 

General information (continued) 

Municipal Manager 

Simon Mashabane 

Acting Chief Financial Officer 

Huey Geringer 

Grading of Local Authority 

3 

Auditors 
Auditor - General 
Bankers 

First Nationai Bank, Eshowe 


Registered Office: 

Municipal Buildings, Eshowe 

Physical address: 

Hutchinson Street 

Eshowe 

Postal address: 

P 0 Box 37 

Eshowe 

3815 

Telephone number; 

035 - 473 3474 

Fax number: 

034 - 474 4733 

E • mail address: 

mm@iumlalazi.ora.za 


uMLALAZI MUNICIPALITY 


ANNUAL FINANCIAL STATEMENTS AS AT 30 JUNE 2012 


Approval of annual financial statements 


I am responsible for the prepEuetion of these annual finandal statements, which are set out on 
pages 1 to 51 in terms of section 126 (1) of the Local Government : Municipal Finance 
Management Act, 2003 (Act No. 56 of 2003) and which I have signed on behalf of the Municipality 

I certify that the salaries, allowances and benefits of Coundllors as disdosed in note 1 0 of 
these annual finandal statements are wifiiin fire upper limits of the framework envisaged in 
section 219 of the Constitution, read with the Remuneration of Public Office Bearers Act, 1968 
(Ad No. 20 of 1998} and the Minister of Co-operative Governance and Traditional Afteirs' 
determination in accordance with this Ad 



DATE: 



uMLALAZI MUNICIPALITY 


STATEMENT OF FINANCIAL POSITION AS AT 30 JUNE 2012 


ASSETS 
Current assets 
Inventories 

Trade receivables from exchange transactions 

Other receivables from exchange transactions 

Current portion of receivables 

VAT receivable 

Investments - short term 

Cash and cash equivalents 


Non-current assets 

Property, plant and equipment 
Intangible assets 

Investment property carried at fair value 
Non-current assets held for sale 
Investments 
Non-current receivables 

Total assets 

LIABILITIES 

Current liabilities 

Consumer deposits 

Trade and other payables from exchange transactions 
VAT payable 
Bank overdraft 

Current portion of unspent conditional grants and receipts 
Current portion of borrowings 
Current provisions 


Non-current liabilities 

Non-current borrowings 
Non-current provisions 
Employee benefit obligations 

Total liabilities 

Net assets 

NET ASSETS 

Housing operating account 
Reserves 

Accumulated surplus/ (deficit) 
Total net assets 




(Restated) 

^Jotes 

2012 

2011 


R 

R 

6 

1 945 362 

V 19-19 373 

7 

20 057 769 

~ 21 971 709 

7 

1 731 867 

. 1 406100 

5 

20 444 

21 98^ 

7 

- 

2 017 821 

i 

30 025 235 

17 025 094 

14 

7 522 495 

4131960 

61 303 172 

18493030 

61 

437 872 231 

431 343440 

49 

46 427 

18646 

13 

9 400 902 

6 600 80^ 

46 

828 100 

638 500 

4 

1 000 

1 000 

5 

1 428 703 

1156 840 

449 577 363 

441989 228 

510 880 634 

490 462 258 

3 

1 098 766 

979 351 

6 

9 211 636 

1 j 688 139 

8 

512 715 

1547105 

14 



52 

5 927 275 

6 901 803 

2 

342 816 

342 816 

43 

16 991 428 

12456 451 


33 084 837 

33 915 665 

2 

5 486 050 

5 827866 

27 

7 632 823 

■ 8765500 

28 

11 745160 

9931 106 


24 763 033 

>>1624478 


S7 847 870 

55440143 





453 032 664 

432 042115 

t 

11 651 115 

11 155 797 


242 791 033 

251 385 848 

15 

198 590 515 

169 200470 


453 032 664 

432 042115 
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uMLALAZI MUNICIPALITY 


STATEMENT OF FINANCIAL PERFORMANCE 
FOR THE YEAR ENDED 30 JUNE 2012 

Actual Budget 


REVENUE 

Property rales 

Property rates - penalties imposed 
Service charges 

Rental of facilities and equipment 
Interest earned- external investments 
Fines 

Licences and permits 
Government grants and subsidies 
Other income 


Total revenue 


EXPENDITURE 

Employee related costs 
Remuneration of councillors 
Bad debts 
Depreciation 

Repairs and maintenance 
Finance costs 
Bulk purchases 
Contracted services 

Post retirement medical benefits and long service awards 
General expenses 
Contributions to staff leave 
Less: Recharges 


Total expenditure 

Gain/ (loss) on sale of assets 
Profit/ (loss) on fair value adjustment 
Depreciation recovered from reserves 


SURPLUS/ (DEFICIT) FOR THE YEAR 



Notes 

2012 

2011 

2012 

2011 



R 

R ' 

R 

R . 


g 

37 980 506 

40 566 126 

38 377 570 

36 281 570 



679 802 

97t:817 

666 710 

1 142 800 


15 

52 027 232 

44 019 1*36 

51 377 900 

46 796 020 


37 

1 515 776 

1356130 

1 540 170 

] 285 380 


38 

1 139 217 

034 589 

650 000 

35U000 



2 622 521 

5 374 512 

3 395 730 

3 709 140 


39 

3 317 766 

^ ? 140 398 

3 297 670 

2 915 470 


23 

69 774 421 

^i7 3i5 861 

79136 990 

.14 255 738 


40 

1 663 256 

1309 406 

1 739 510 

1 550 800 



170 720 498 

152 897 005 

1 80 182 250 

160 277 216 

13 

26 

51 875 069 

49 866 54'^ 

53 123 640 

53 449 4611 

14 

10 

12 059172 

10 953 567 

12 051 130 

'i1 083 450 

15 

7 

1 846 094 

1 2W 733 

1 264 250 

537 380 

17 

17 

7 548 141 

7 037 139 

8 003 980 

7 :76 340 

18 

33 

10 013 279 

5 505 350 

12 301 950 

5 895 900 

19 

11 

770 248 

643 051 

845 950 

TI6 560 

20 

24 

31 537 202 

257804:12 

29 692 050 

20701 270 

21 

34 

17 921 232 

12 890 960 

17 254180 

13 391 tH5 

22 

29 

2 415 986 

' 2 906 799 

1 061 900 

1 on 340 

23 

36 

35456 523 

41 856 066 

45 085 620 

48 092 693 

26 

42 

1 063 810 

1 430 229 

1 485 580 

335440 

36 


-16 270 

-j6 270 

-16 270 

-28 270 



172 490 486 

1b(* 081 598 

182 153 960 

162 062 608 


41 

2 461 062 

/ 67i 423 

687 500 

200 000 


13 

800100 

18b5 8u0 

1 500 000 

800 000 





- 

1200000 



1 491 173 

-4647 370 

115 790 

^ 414610 








Refer to Appendix E (1) for the comparison with the approved budget 
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uMLALAZI MUNICIPALITY 


STATEMENT OF CHANGES IN NET ASSETS 
FOR THE YEAR ENDED 30 JUNE 2012 


Balance at 30 June 2010 

Surplus (deficit) for the year 

Adjustments prior year 

Revaluation of storm water assets (Note 45} 

Transfer to Capital Replacement Reserve 
Property, plant and equipment purchased 
Revaluation of unsold properties 
Wdte off against revaluation of properties 
Capital grants used to purchase property, 
plant and equipment 
Donated/ contributed property, plant and 
equipment 

Transfer to Housing Operating Account 
Public contributions 
interest received 
Expenditure 

Offsetting of depreciation 

Correction of storm water assets depreciation (Note 45) 
Transfer to accumuiated surpius/ (deficit) 


Housing 

operating 

account 

Government 

grant 

reserve 

Donations and 
public contributions 
reserve 

(Restated) 

Revaluation 

reserve 

Accumulated 

surplus/ 

(deficit) 

Total 

R 

R 

R 

R 

R 

R 

10 701 376 


1 137 892 

246 667 080 

154 593187 

413 099 535 

26 988 



77 276 803 

-4 674 358 
-2 561 251 

-4 647 370 
-2 561 251 
77 276 803 


21 842 892 


-984 587 


-984 587 
21 842 892 

-85 202 
118 234 
394 401 


1 696 595 
44 686 
-516 493 

*21 426 637 
-52 209 491 


-65 202 

1 814 829 
439 087 
-516 493 
-21 426 637 
-52 209 491 


-21 842 692 21 842 892 


Balance at 30 June 2011 


11 155 797 - 2 362 660 249 323 168 169 200 470 432 042 115 


Balance at 30 June 201 1 

11 155 797 

2 362 680 

249 323 168 

169 200 470 

432 042 115 

Surpius (deficit) for the year 

642 



1 490 532 

1 491 173 

Adjustments prior year 

Transfer to Capital Replacement Reserve 




-405 998 

-405 998 

Property, plant and equipment purchased 

Surplus arising on revaluation of properties 



15 695 056 


15 695 056 

Write off against revaluation of properties 

Capital grants used to purchase property. 



-1 824 600 


-1 824 600 

plant and equipment 

Donated/ contnbuted property, plant and 

28 305 512 




28 305 512 

equipment 





-21 924 

Transfer to Housing Operating Account 

-21 924 




Public contnbutions 

90 561 

54 577 



145 138 

Interest received 

426 040 

102 058 



528 098 

Expenditure 


-41 942 

-22 879 963 


-41 942 

Offsetting of depreciation 



28 305 512 

-22 879 963 

Transfer to accumulated surplus/ (deficit) 

-28 305 512 




Balance at 30 June 2012 

11651115 

2 477 373 

240 313 661 

198 590 515 

453 032 664 
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uMLALAZI MUNICIPALITY 


CASH FLOW STATEMENT 
FOR THE YEAR ENDED 30 JUNE 2012 


CASH FLOW FROM OPERATING ACTIVITIES 

Cash receipts from ratepayers, govemment and others 
Cash paid to suppliers and employees 
Cash generated from (utilised in) operations 
Interest received 
Interest paid 

NET CASH FLOW FROM OPERATING ACTIVITIES 

CASH FLOWS FROM INVESTING ACTIVITIES 

Purchase of fixed assets 

Assets under construction 

Proceeds from safe of assets 

Proceeds from sale of investment properties 

NET CASH UTILISED FROM INVESTING ACTIVITIES 

CASH FLOWS UTILISED FROM FINANCING ACTIVITIES 

Proceeds from borrowings 
Repayment of borrowings 
{Increase}/ decrease in cash investments 

NET CASH FLOW FROM FINANCING ACTIVITIES 

Net tncrease/(decrease) in cash and cash equivalents 
Cash and cash equivalents at the beginning of the year 

Cash and cash equivalents at the end of the year 


2012 

(Restated) 

2011 

Notes 

R 



170 393 352 

i47 231 3^7 


-147 353 603 

-128 211 093 

18 

23 039 748 

19 020 254 


1 667 316 

1 073 676 


-770 248 

-643 051 

23 936 816 

19 450B80 


-9 553 517 

-17 012 496 


-15 104 425 

-4 630 92 '?^ 


2 512 500 

730162 

13 

- 


-22 145 442 

-20 813 261 

19 


; 2 675 445 

19 

-342 816 

- 32*^319 

20 

1 941 987 

-261 965 

1 599 171 

I 984161 


3 390 545 

621 780 


4 131 950 

; 3 510 170 

14 

7 522 495 

4 131 950 

L 
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uMLALAZI MUNICIPALITY 


ACCOUNTING POLICIES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2012 
BASIS OF PRESENTATION 

The annual financial statements have been prepared on an accrual basis of acxxsuntlng and are in accordance 
with historical cost convention unless specified othenvise. 

These annual financial statements have been prepared in accordance with Generally Recognised Accounting 
Practice (GRAP), issued by the Accounting Standards Board in accordance with Section 1 22(3) of the 
Municipal Finance Management Act, (Act No 56 of 2003). 

The principal accounting policies adopted in the preparation of these annual financial statements are set out 
below. 

Assets, liabilities, revenues and expenses have not been offset except when offsetting is required or permitted 
by a Standard of GRAP. 

The accounting policies applied are consistent with those used to present the previous year's financial 
statements, unless explicitly stated. The details of any changes in accounting policies are explained in the 
relevant policy. 

The following GRAP standards have been applied: 


GRAP 1 

Presentation of Financial Statements 

GRAP 2 

Cash Flow Statements 

GRAP 3 

Accounting Policies, Changes in Accounting Estimates and Errors 

GRAP 4 

The Effects of Changes in Foreign Exchange Rates 

GRAP 6 

Borrowing costs 

GRAP 6 

Consolidated Financial Statements and Accounting for Controlled Entities 

GRAP 7 

Accounting for Investments In assocjates 

GRAP 8 

Financial Reporting of Interests In Joint Ventures 

GRAP 9 

Revenue 

GRAP 12 

Inventories 

GRAP 13 

Leases 

GRAP 14 

Events after reporting date 

GRAP 16 

Investment Property 

GRAP 17 

Property, Plant and Equipment 

GRAP 19 

Provisions, Contingent Liabilities and Contingent Assets 

GRAP 24 

Presentation of budget information in Financial Statements 

GRAP 100 

Non-cument assets held for sale and Discontinued Operations 

GRAP 102 

intangible assets 


PRESENTATION CURRENCY 

The annual financtai statements are presented in South African Rand 
GOING CONCERN ASSUMPTION 

The annual financial statements are prepared on a going concern basis 
HOUSING OPERATING ACCOUNT 

The Housing Operating Account was established in terms of the Housing Act, 1997 (Act No. 107 of 1997). 
Loans from national and provincial government used to finance housing selling schemes undertaken by 
the Municipality were extinguished on 01 April 1998 and transferred to a Housing Operating Account. 
Housing selling schemes, both complete and in progress at 01 April 1 998, were also transferred to the 
Housing Operating Account. In terms of the said Act, all proceeds from housing developments, including 
rental income and sales of houses, must be paid into the Housing Operating Account. Monies standing to 
the credit of this account can only be used to finance housing developments within the municipal area 
subject to the approval of the Provincial Member of the Executive Committee responsible for housing. 



RESERVES 


Donations and Public Contributions Reserve 

When items of property, plant and equipment are financed from public contributions and donations, 
a transfer is made from the accumulated surplus / (deficit) to the Donations and Public Contributions 
Reserve equal to the donations and public contributions recorded as revenue in the Statement of 
Financial Performance in accordance with a directive (budget circular) issued by National Treasury. 
When such items of property, plant and equipment are depreciated, a transfer Is made from the 
Donations and Public Contributions Reserve to the accumulated surplus / (deficit). 

The purpose of this policy is to promote consumer equity and facilitate budgetary control by 
by ensuring that sufficient funds are set aside to offset the future depredation charges that will be 
incumed over the estimated useful lives of items of property, plant and equipment financed from 
donations and public contributions. 

When items of property, plant and equipment financed from donations and public contributions are 
disposed of, the balances in the Donations and Public Contributions Reserve relating to such items 
are transferred to the accumulated surplus / (deficit). 

Revaluation Reserve 

Unrealised surpluses arising from the revaluations of land and buildings are credited to a 
Non-Dfstributabie Reserve. Revaluation surpluses are realised as devalued buildings are 
depreciated, by means of transfers from the revaluation reserve to the accumulated surplus / 

(deficit). 

When revalue land and buildings are disposed of, the net revaluation surpluses in the Revaluation 
Reserve relating to such items are transferred to the accumulated surplus / (deficit), while gains 
and losses on disposal, based on revalue amounts, are credited or charged to the Statement of 
Financial Performance. 

PROPERTY, PLANT AND EQUIPMENT 

Property, plant and equipment is stated in the annual financial statements at cost less accumulated 
depredation, except for land and buildings, which are revalue as indicated below. Heritage assets, 
which are culturally significant resources and which are shown at cost, are not depreciated owing to 
the uncertainty regarding their estimated useful lives. Similarly, land is not depredated as it is 
deemed to have an indefinite life. 

The cost of an item of property, plant and equipment comprises purchase price, import duties, 
non-refundable purchase taxes and directly attributable costs of bringing the asset to working condition 
for its intended use, such as site preparation, initial delivery, handling, installation and professional fees. 
Where items of property, plant and equipment have been impaired, the carrying values are adjusted 
by the impairment losses. These losses are recognised as expenses in the period that the 
impairments are Identified except where an impairment reverses a previous revaluation. 

Where impaired land and buildings are revalue, the increase in value of land and buildings is 
recognised as revenue to the extent that it reverses the impairment loss which was previously 
recognised as an expense. 

The cost of an item of property, plant and equipment acquired in exchange for a non-monetary 
asset or monetary assets or a combination of monetary and non-monetary assets is measured at 
its fair value. If the acquired item cannot be measured at its fair value, its cost will be measured at 
the carrying amount of the asset given up. 



Subsequent expenditure is capitalised when the recognition and measurement criteria of an asset 
are met. 

The costs/tevaluations of property, plant and equipment are depreciated using the straight line method 
over the period of the estimated useful lives of the assets. Depreciation on new acquisitions is charged 
to the Statement of Financial Performance in the financial year that economic benefits accrue to Council, 

The annual depreciation rates are based on the following estimated useful lives of the assets: 



Years 


Years 

Infrastructure 


Other 


Roads and paving 

30 

Buildings 

30 

Pedestrian malls 

30 

Specialist vehides 

10 

Electricity 

20-30 

Other vehicles 

5 

Housing 

30 

Office equipment 

3 



Furniture and fittings 

7- 10 

Community 


Watercraft 

15 



Bins and containers 

5 

Buildings 

30 

Specialised plant and equipment 

10-15 

Recreational facilities 

20-30 

Other items of plant and equipment 

2-5 

Security 

6 



The estimated useful lives are 

periodically reviewed in order to adjust them if they have changed. 


Items of Properly , Plant and Equipment which are acquired at no cost or for a nominal cost is recognised 


at their fair values. 


The gain or loss arising on the disposal or retirement of an Item of property, plant and equipment 
is determined as the difference between the sales proceeds and the carrying value and is recognised 
in the Statement of Financial Performance. 

Where the carrying amount of an item of property, plant and equipment is greater than the estimated 
recoverable amount, it is immediately written down to its recoverable amount and the impairment 
loss is charged to the Statement of Financial Performance in the period that they are identifred. 

In terms of GRAP 17 the Council has used the transitional provisions to recognise items of Property 
Plant and Equipment, which were not previously recognised, at their fair values. 

7 REVALUATION OF LAND AND BUILDINGS 

Land and buildings are stated in the annual financial statements at revalue amounts, being the fair 
value at the date of revaluation less subsequent accumulated depredation of buildings. 

6 INVESTMENT PROPERTY 

8.1 Initial recognition 

Investment property indudes property (land or a building, or part of a building, or both land or buildings held 
under a finance lease) held to earn rentals and/or for capital appreciation, rather than held to meet service 
delivery objectives, the production or supply of goods or services, or the sale of an asset in the ordinary course of 
operations. 

At initial recognition, the munidpality measures investment property at cost induding transaction costs once it 
meets the definition of investment property. However, where an investment property was acquired through a non- 
exchange transaction (i.e. where it acquired the investment property for no or a nominal value), Its cost is its fair 
value as at the date of acquisition. 

The cost of self-constmcted investment property is the cost at date of completion. 

8.2 Subsequent measurement - fair value model 

Investment property is measured using the fair value model. Under the fair value model, investment property is 
carried at its fair value at the reporting date. Any gain or loss arising from a change in the fair value of the property 
is included in surplus or defidt for the period in which it arises. 
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9 


INVESTMENTS 


9.1 Financial instruments 

Financial instruments, which in dude fixed deposits and short-term deposits invested in 
registered commerciai banks are stated in the annuai finandai statements at the lower 
of cost or fair vaiue. No impairments are required as the cost vaiues equate to their cash vaiues. 

Where investments have been impaired, the carrying values are adjusted by the impairment iosses, 
which are recognised as an expense in the period that the impairment is identified. 

On disposal of an investment, the difference between the net proceeds on disposal and the 
carrying amount is charged or credited to the Statement of Finandai Performance. 

10 INVENTORIES 

inventories are comprised of consumabie stores, raw materials and finished goods and are stated 
in the annuai financial statements at the lower of average cost, determined on the first in first out 
method and net realisable value. Cost indudes deductions for discounts and rebates. 

Redundant and slow moving inventories are identified and sold by public auction and any gain or 
loss on disposal is recognised in the Statement of Finandai Performance. 

Unsold properties are stated in the annual financial statements at the lower of cost, determined on the 
average cost method and net realisable value. Direct costs are accumulated for each separately identifiable 
development. Cost aiso indudes a proportion of overhead costs. 

1 1 ACCOUNTS RECEIVABLE 

Accounts receivable are stated in the annual financial statements at the value of billings to consumers/ 
ratepayers, less deductions for discounts given or rebates granted less a provision for doubtful accounts. 

Provision for doubtful accounts is made, based on a review of all outstanding amounts at the financial 
year end. Contributions to the provision are calculated on a spedfic debt basis of all debts older than two 
years, including rates and rates penalties. 

Bad debts are written off in the period that they are identified. Amounts that are receivable within one 
year are dassified as current assets. 

12 ACCOUNTS PAYABLE 

Accounts payable are stated in the annual financial statements at the amounts due to trade and other 
creditors for goods or services received. The liabilities are generally settled within a period of 30 days, 
accordingly any Impairments, if any, are considered to be immaterial. 
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REVENUE RECOGNITION 


13.1 Revenue from exchange transactions 

Service charges for electricity are based on consumption by consumers as Is recorded on each 
consumer's meter. Meters are read each month and the revenue is recognised in the period that 
Invoices are raised. Provisional estimates of consumption are made in periods where meter readings 
have not been able to be carried out. The revenue from these provisional readings is also recognised 
as revenue when invoiced. Adjustments to provisional estimates and recognition of the amended 
revenue arisir>g there from are made in the invoicing period in which meters are read. 

Revenue from the sale of electricity prepaid meter cards is recognised in the period in which cash is 
received. 

Service charges for refrise removal are raised and recognised on a monthiy basis in arrears and are 
based on the application of the approved tariff to each properly that has improvements, the category 
of property usage and the number of refuse containers on each property regardless of whether or not 
containers are emptied during the month 

Interest and rentals are recognised on a time proportion basis 

Revenue arising from the application of the approved tariff of charges is recognised when the relevant 
service has been rendered and the fee has been charged or licences and permits have been issued. 

Income from agency services is recognised on a monthly basis once the income collected for agents 
has been quantified and once the terms of the agency agreement have been complied with. 

Revenue from the sale of goods is recognised when the risk passes to the consumer. 

Revenue from public contributions is recognised when all the conditions associated with the 
contribution have been met or where the contribution is to finance property, plant and equipment, 
when such items are brought into use. A liability is raised when a public contribution has been 
received but all the conditions have not been met. 

13.2 Revenue from non-exchange transactions 

Revenue from assessment rates is recognised when the legal entitlement arises. Collection charges 
are recognised when such amounts have been raised and are legally enforceable. Penalty interest is 
raised on unpaid rates after the due date for payment and is recognised on a time proportion basis. 

Revenue from the collection of spot fines and summonses is recognised when payment is received. 

Donations are recognised when cash is received or when property, plant and equipment is brought 
into use. 

Contributions of property, plant and equipment are recognised when the items are acquired. 

Revenue from the recovery of unauthorised, irregular, fruitless and wasteful expenditure is based on 
legislated procedures, including those set out in the Local Government ; Municipal Finance Management 
Act, 2003 (Act No. 56 of 2003) and is recognised when the recovery thereof from the responsible 
Councillors or officials Is virtually certain. 

CONDITIONAL GRANTS AND RECEIPTS 

Revenue received from conditional grants, donations and funding are recognised as revenue to the 
the extent that the Municipality has complied with any of the criteria, conditions or obligations 
embodied in the agreement. A liability is recognised to the extent that the criteria, conditions or 
obligations have not been met. 



15 PROVISIONS 

Provisions are recognised when the Municipaiity has a present or constructive obiigation as a resuit 
of past events, it is probabie that an outflow of resources embodying economic benefits wiii be 
required to settle the obiigation and a reiiabie estimate of the provision can be made. Provisions are 
reviewed at the reporting date and adjusted to reflect the current best estimate. 

16 CASH AND CASH EQUIVALENTS 

Cash indudes cash on hand and cash with banks. Cash equivaients are short-term highiy iiquid 
investments that are held with registered banking institutions with maturities of three months or less 
and are subject to an insignificant risk of change in vaiue. 

Cash and cash equivaients in the cash flow statement comprise cash on hand, deposits held on caii 
with banks, net of bank overdrafts. 

Bank overdrafts are recorded at the current value of the utilisation of approved facilities from the 
Municipality's bankers. Finance charges on bank overdrafts are expensed as incurred. 

17 UNAUTHORISED EXPENDITURE 

Unauthorised expenditure represents expenditure which has been incurred but not budgeted for, 
expenditure that is not in terms of the conditions of an ailocation received from another sphere of 
government, munidpality or organ of state and expenditure in the form of a grant that is not permitted 
in terms of the Locai Government : Munidpai Finance Management Act, 2003 (Act No. 56 of 2003). 
Unauthorised expenditure is accounted for in the Statement of Financiai Performance as an expense 
and as revenue when it is subsequentiy recovered. 

18 IRREGULAR EXPENDITURE 

irregular expenditure exdudes unauthorised expenditure and represents expenditure incurred that is 
contrary to the provisions of the Locai Government : Munidpai Finance Management Act, 2003 
(Act No.56 of 2003) the Munidpai Systems Act, 2000 (Act No, 32 of 2000), the Public Office Bearers 
Act, 1 998 (Ad No. 20 of 1 998) or is in contravention of the Munidpality's supply chain management 
policy. Irregular expenditure is accounted for in the Statement of Finandal Performance as an expense 
and as revenue when it is subsequently recovered, 

19 FRUITLESS AND WASTEFUL EXPENDITURE 

Fruitless and wasteful expenditure represents expenditure that was made in vain and would have been 
avoided if reasonable care had been exerdsed. Fruitless and wasteful expenditure is accounted for in 
the Statement of Financial Performance as an expense and as revenue when it is subsequently recovered, 

20 RETIREMENT BENEFITS 

The munrdpallty provides retirement benefits for its employees and ooundllors. Contributions are 
made to the Natal Joint Munidpai Pension Fund to fund the obligations for the payment of retirement 
benefits in accordance with the rules of the two defined benefit funds and the provident fund it administers, and 
to the Municipal Coundllors’ Pension Fund which is a defined contribution fund. 

Contributions are charged as an expense in the Statement of Finandal Performance in the year thar 
they become payable. 

The funds are actu art ally valued every three years using the discounted cash flow method. Any defidts 
identified by the actuary are recovered from partidpating municipalities in the form of surcharges 
added to the Contributions which are charged as an expense in the Statement of Finandal Performance 
in the year that they become payable. 
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21 BORROWING COSTS 

Borrowing costs that are diractiy attributable to the acquisition, construction or production of qualifying assets 
are capitalised to the cost of that asset unless it is inappropriate to do so. The municipality ceases the 
capitalisation of borrowing costs when substantially all the activities to prepare the asset for its intended use 
or sale are complete. It is considered inappropriate to capitalise borrowing costs where the link between the 
funds borrowed and the capital asset acquired be adequately established. Borrowing costs incurred other than 
on qualifying assets are recognised as an expense in surplus or deficit when incurred. 

22 DEPOSITS 

Deposits received from consumers are based on the estimated monthly consumption and are calculated 
to cover approximately two and one half consumption, taking into consideration each 
consumer's profile. In the event of a disconnection of service for non payment, the value of the deposit 
is reviewed and adjusted in terms of the Council's credit control policy. No interest is paid on deposits 
held. 

23 OPERATING LEASES 

Payments made on operating lease agreements are expensed and charged to the Statement of Financial 
Performance in the period in which such payments are due. These agreements do not transfer risk and 
rewards associated with ownership of an asset to the Municipality. 

24 PRIOR YEAR COMPARATIVES 

Prior period comparatives are ledassrfied when the presentation or classification of items in the annual 
financial statements is amended. 

25 LEASES 

25.1 Municipality as lessee 

Leases are classified as finance leases where substantially all the risks and rewards associated with ownership 
of an asset are transferred to the municipality. Property, plant and equipment or intangible assets subject to finance 
lease agreements are initially recognised at the lower of the asset's fair value and the present value of the 
minimum lease payments. The corresponding liabilities are initially recognised at the inception of the lease and 
are measured as the sum of the minimum lease payments due in terms of the lease agreement, discounted for 
the effect of interest, in discounting the lease payments, the municipality uses the Interest rate that exacti 
discounts the lease payments and unguaranteed residual value to the fair value of the asset plus any direct costs 
incurred. 

Subsequently to initial recognition, the leased assets are accounted for in aocordance with the stated accounting 
policies applicable to property, plant and equipment or intangibles. The lease liability is reduced by the lease 
payments, which are allocated between the lease finance cost and the capital repayment using the effective 
interest rate method. Lease finance costs are expensed when incurred. The accounting policies relating to 
the recognition of financial instruments are applied to lease payables. The lease assets is depreciated over the 
shorter of the asset's useful life or the lease term. 

Operating leases are those leases that do not fail within the scope of the above definition. Operating lease rentals 
are aocmed on a straight-line basis over the term of the relevant lease. 

25.2 Municipality as lesser 

Under a finance lease, the municipality recognises the lease payments to be received in terms of a lease 
agreement as an asset (receivable). The receivable is calculated as the sum of all the minimum lease payments 
to be received, plus any unguaranteed residual accruing to the municipality, discounted at the interest rate 
implicit in the lease. The receivabie is reduced by the capital portion of the lease instalments received, with the 
interest potion being recognised as interest revenue on a time pro portion ate basis. The accounting policies 
relating to the recognition on financial instmments are applied to lease receivables. 

Rental income from operating leases is recognised on a straight-line basis over the term of the relevant lease. 
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26 


INTANGIBLE ASSETS 


27 


26.1 Initial recognition 

An intangible asset is an identifiable non-monetary asset without physical substance. Examples include computer 
software, licences and development costs. The municipality recognises an intangible asset in its Statement of 
Financial Position only when it is probable that the expected future economic benefits or service potential that are 
attributable to the asset will flow to the municipality and the cost or fair value of the asset can be measured 
reliably. 

Internally generated intangible assets are subject to strict recognition criteria before they are capitalised. Research 
expenditure is never capitalised, while development expenditure is only capitalised to the extent that: 

- the municipality intends to complete the intangible asset for use or sale; 

- it is technicaity feasible to complete the intangible asset; 

- the municipality has the resources to complete the project; and 

- it is probable that the municipality will receive future economic benefits or service potential. 

Intangible assets are initially recognised at cost. 

Where an intangible asset is acquired by the municipality for no or nominal consideration (i.e. a non-exchange 
transaction), the cost is deemed to be equal to the fair value of that asset on the date acquired. 

Where an intangible assets acquired in exchange for a non-monetary asset or monetary assets, or a combination 
of monetary and non-monetary assets, the asset acquired is initially measured at fair value (the cost). If the acquired 
item’s fair value was no determinable, it*s deemed cost is the carrying amount of the asset(s) given up. 

26.2 Subsequent measurement - cost model 

Intangible assets are subsequently carried at cost less accumulated amortisation and impairments. The cost of 
an intangible asset is amortised over the useful life where that useful life is finite. Where the useful life is indefinite, 
the asset is not amortised but is subject to an annual impairment test. 

26.3 Amortisation and impairment 

Amortisation is charged so as to write off the cost or valuation of Intangible assets over their estimated useful lives 
using the straight line method. The annual amortisation rates are based on the following estimated average asset 
lives; 

Computer softwa re 3 y ea rs 

The amortisation period and amortisation method for an intangible asset with a finite useful life are reviewed a 
each reporting date and any changes are recognised as a change in accounting estimate in the Statement of 
Financial Performance. 

The municipality tests intangible assets with finite useful lives for impairment where there is an Indication that an 
asset may be impaired. An assessment of whether there is an indication of possible impairment is done at each 
reporting date. Where the carrying amount of an Item of an intangible asset is greater than the estimated 
recoverable amount (or recoverable service amount), it is written down immediately to its recoverable amount (or 
recoverable service amount) and an impairment loss is charged to the Statement of Financial Performance. 

26.4 DERECOGNITION 

Intangible assets are derecognised when the asset is disposed of or when there are no further economic benefits 
or service potential expected from the use of the asset. The gainer loss arising on the disposal or retirement of an 
intangible asset is determined as the difference between the sales proceeds and the carrying value and is 
recognised in the Statement of Financial Performance. 

non-current ASSETS HELD FOR SALE 

27.1 Initial recognition 

Non-airrent assets and disposal groups are classified as held for sale rf their carrying amount will be recovered 
through a sale transaction rather than through continuing use. This condition is regarded as met only when the 
sale is highly probable and the asset (or disposal group) is available for Immediate sale in its present condition. 
Management must be committed to the sale, what should be expected to qualify for recognition as a completed 
sale within one year from the date of classification. 

27.2 Subsequent measurement 

Non-current assets held for sale (or disposal group) are measured at the valuation values of each property as 
depicted in the Council's official valuation roll. 

A non-current asset is not depreciated (or amortised) while it is classified as hell for sale, or while it is part of a 
disposal group classified as held for sale. 

Interest and other expenses attributable to the liabilities of a disposal group classified as held for sale are 
recognised in surplus or deficit. 
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uMLALAZI MUNICIPALITY 


NOTES TO TWE ANNUAL FINANCIAL STATEMENTS 


FOR THE YEAR ENDED 30 JUNE 2012 


2012 

2011 

R 

R 


HOUSING OPERATING ACCOUNT 




Government loans extinguished in 1998 

1 

4 194 293 

4216 217 

Instalments received from borrowers 

2 

7 191 758 

6 675157 

Accumulated surplus 

3 

265 064 

264 422 



11 051 115 

11 155 797 

Fixed assets 

4 

. 


Debtors - short term 

5 

1 690 21 1 

1 647 960 

Debtors - longterm 

6 

796 024 

803 440 

Investments - external 


7 191 758 

6 675 157 

Cash at bank 


1 973 122 

2 029240 



11 6S1 115 

11 155 797 

BORROWINGS 




Annuity loans 


5 827 866 

6 170 681 



5 627 866 

6 170 681 

LESS : Current portion transferred to current liabilities 


-342 816 

-342 816 

Total borrowings 


5 485 050 

5 627 866 


(Refer to appendix A for more detail) 

Annuity loans 

Bear interest of 12.422"b per annum, and is redeemed in 
bi-annual instalments, including interest, over a period of 20 years. 


Fair value Impairments 

Long tenn ioans are recorded at the ectuai liability to loan creditors. 
No impaimnent, if any has been recognised. 

3. CONSUMER DEPOSITS 


Refuse 

29 

151 748 

93 686 

Electricity 

30 

947 018 

885 665 



1 098 766 

979 351 

Guarantees held in lieu of electricity deposits 

I 

495 617 

495 217 

INVESTMENTS 




Unlisted 




Shares in co-operative - Coastal Farmers 

306 

1 000 

1 000 


1 000 1 000 


Short term investments 




Notice deposits - calf 

307 

22 833 477 

10 349 936 

Notice deposits - housing 

7 

7 191 758 

6 675 157 



30 025 235 

17 025 094 

Total invaatments 


30 026 235 

17 026 094 

Council's valuation of unlisted investments 


30 026 235 

17 026 094 

Average rate of return on investments 


5.55-.. 

6.31% 
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uMLALAZI MUNICrPAU'nr 


NOTES TO ThE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2012 


Housing soiling scheme loans 

Loans have been granted to individuals who qualified in tenns of th 
KwaZulu-Natai Department of Housing’ s programme. 

The loans are repayable over terms ranging from 5 to 30 years at 
rates varying between 11.25% and 13.5% 




2012 

2011 



R 

R 

NON-CURRENT RECEIVABLES 




Deposits with creditors 

293 

653 123 

673 963 

Staff housing loans 

320 


1 421 

Housing loans 

6 

706 024 

603 440 


— 

1 449 147 

1 478 824 

Less: Current portion transferred to cumant naceivables 




Staff housing loans 



-1 421 

Housing loans 


-5 095 

-5 213 

Old age home 


-16 340 

-15 349 



-20 444 

•21 984 

Total 


1 428 703 

1 456 840 


6. INVENTORIES 


Opening balances of inventories: 


1 91 8 373 

2 008 698 

Consumable stores 


291 000 


576 495 

Stationery stores 


269 587 


208 236 

Eledricat maintenance spares 


1 357 1 14 


1 223835 

E Card replacement 


672 


32 

Additions: 


3 282 746 

3 306 754 

Consumable stores 


1 823 704 


1 574 218 

Stationery stores 


556 316 


473 701 

Electrical maintenance spares 


900 317 


1 255 636 

E Card replacement 


2 408 


3200 

Issued (expenses) 


3 255758 

3 396 970 

Consumable stores 


1 828 007 


1 824105 

Stationery stores 


478 680 


504 918 

Electrical maintenance spares 


946 263 


1 265 395 

E Card replacement 


2 608 


2 560 

Closing balances of Inventories; 


1 945 362 

1 918 373 

Consumabis stores 

37 

286 697 


291 000 

Stationery stores 

39 

347 225 


269 587 

EJectrical maintenance spares 

40 

1 311 168 


1 357 1 14 

E Card replacement 

47 

272 


672 


No impaimients of the values of inventory have been written off as 
management considers that all stores are useable and any losses 
on ultimate realisation are immaterial Periodically, physical stock 
counts are carried out and any obsoiele and redundant items are 
identified and written off under Council authority 

7. TT?ADE AND OTHER RECEIVABLES FROM EXCHANGE TRANSACTIONS 


Trade receivables 


23 536 774 

23 604 620 

Less: Provision for doubtful debts 

52 _ 

-3 479 005 

-1 632 911 



20 057 769 

21 971 709 

Other receivables 

Salary suspense 

45 

14 930 

25 710 

Value added taxation 

44 

- 

2 017 821 

Other sundry receivables 

49 

607 478 

486 527 

Survey suspertse 

51 _ 

1 109 456 

693 862 


21 789 634 

25 395 629 

Management have considered the effects of any impairment in the 
values of outstanding and the value of the provision for bad debts. 

The provision is adequate to account for any materia J losses 
expeded to arise from any adjustments that are required to be 
made to outstanding balances 




Trade reoeivabtes 




Rates and penalties 

200 

9524 727 

11 321 364 

Eledridty 

201 

4 262 170 

3 861 981 

Housing 


1600211 

1 647 960 

Refuse 

203 

1 292 871 

1 111 511 

Sundries 

204 

6 766 795 

5 661 604 



23 536 774 

23 604 620 

Amounts written off as doubtful debts 



1 036 036 

As a percentage of total operating revenue 


0.00“;. 

0.68% 

Number of days outstanding 


71 

69 
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uMLALAZI MUMCIPALITV 


NOTES TO THE ANNUAL FINANaAL STATEMENTS 


FOR THE YEAR ENDED 30 JUNE 2012 



2012 

2011 

Age analysis 

Rates and penalties 

R 

R 

Current ( 0 to 30 days) 

1 734 012 

1 658037 

31 to 60 days 

697 615 

812 436 

61 to 90 days 

347 42B 

550465 

91 to 120 days 

291 728 

473 880 

121 days and over 

6 553 744 

7 B26 546 


9 524 727 

11 321 364 


Electricity 


Current ( 0 to 30 days) 

3 136101 

2 781 887 

31 to 60 days 

440 074 

748 102 

61 to 90 days 

272 318 

36 570 

91 to 120 days 

100 017 

13 580 

121 days and over 

312 760 

261 B41 


4262170 

3 661 981 

Refuse 

Current ( 0 to 30 days) 

565 409 

443 417 

31 to 60 days 

152 104 

139 787 

61 to 90 days 

45 466 

49 726 

91 to 120 days 

33 B71 

36 837 

121 days and over 

406 021 

441 943 


1 292 871 1 111 511 


Sundries 

Current ( 0 to 30 days) 

4 303 749 

1 860 769 

31 to 60 days 

552 774 

568 654 

61 to 90 days 

6 604 

640 959 

91 to 120 days 

269 463 

6 290 

121 days and over 

1 634 204 

2 564 931 


6 766 795 

S 661 804 

Housing 



Current { 0 to 30 days) 

1 522 

7 813 

31 to 60 days 

8 455 

10 588 

61 to 90 days 

7 784 

9 B54 

91 to 120 days 

7 694 

0 732 

121 days and over 

1 664 755 

1 609 914 


1 690 211 

1 647 960 

Reconciliation of the doubtful debt provisior 

Balance at beginning of the year 

1 632 911 

1 445 214 

Contributions to provision 

1 846 094 

1 225 733 

Prior year contribution adjustments 

3 470 006 

2 670 947 

Doubtful debts written off against provision 


1 038 036 


Balance at end of year 3 479 005 1 632 911 
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uMLALAZI MUNICIPAUTV 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS 


FOR THE YEAR ENDED 30 JUNE 2012 


2012 2011 




R 

R 

6 TRADE AND OTHER PAYABLES FROM EXCHANGE TRANSACTIONS 




Trade creditors 

41 

7 567 659 

10 067619 

Deposits - other 

36 

07180 

69 880 

Salary suspense 

48 

89 108 


Retention monies 

46 

370 807 

632 901 

Unkfantified direct deposit's 

43 

407 467 

410 541 

Value added taxation 

55 

512 715 

1 547 105 

Payments received in advance 

42 

675 202 

504 995 

Billing suspense 

53 

4 213 

2 301 



9 724551 

13 235 244 

VAT is payable on the receipts basis and is only due to SARS 
when payments are received from debtors 




9 PROPERTY RATES 




The last general valuation came into effect on: 

Eshowe 


01/07/201 1 

01/07/2007 

Mtunzini 


01/07/201 1 

01/07/2007 

Gingindhlovu 


01/07/2011 

01/07/2007 

Rebates 

Municipal properties 


100% 

100% 

Government properties 


20% 

20% 

Pensioners 


40% 

40% 

Residential properties with land values of R50 000 and iess 


100% 

100% 

Public Service Infrastructure 


30% 

30% 

Industrial incentives 




Ail undeveloped serviced industrial sites where the industrial 
developer has provided the full rarige of Municipal services 

Industrialists are granted incentive rebates on a phased reducing 
basis over five years 


100^'. 


Actual 




Commercial 


6 680 901 

6 745 298 

Residential 


18 067 446 

18 563 265 

Education and state 


2 612 737 

4 036691 

Agriculture 


2 696 163 

618 680 

Municipal 


2 506 583 

2 264 398 

Public beriefit 


894 187 

1 200 041 

Public Service Infrastructure 


4 320489 

8 117 753 

Total property rates 


37 9B0 506 

40 566 126 

Less; Rebales 


g 247 143 

12 297 750 

Total 


2B 733 363 

28 268 376 

Valuatlofis 

Commercial 


482 668 600 

403 493700 

Residential 


1 6B2 763 600 

1 406 262 900 

Education arvd state 


272 269 700 

255 498 000 

Agriculture 


673 265 550 

189 616 500 

Municipal 


261 416 000 

151 673 500 

Public benefit 


58 628 400 

41 192 000 

Public Service Infrastructure 


2 172 612 600 

2 333 291 245 

Total property valuations 


6 003 844 650 

4 781 027 845 


Jn terms of the provisrons of Section 32 (1)(b) of the Local Government: 
Municipal Property Rates Act (Act No. 6 of 2004), a valuation roil 
remains valid for that financial year or idr one or more subsequent 
financial years as the municipality may decide, but in total not for more 
than four (4) financial years. 


Tenders were invited for service providers Idr the compilation of a new 
valuation roll. In terms of the Council's Supply Chain Management Policy, 
the Bid Committees evaluated and recommended the award of the tender 

to Messrs HCB Property Valuators to compile a new valuation roll whii± was implemented on 01 July 201 1. 
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uMLAJ-AZI MUNICIPALITV 


NOTES TO -mE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2012 




2012 

R 

2011 

R 

REMUNERATION OF COUNCILLORS 

Mayor's allowance 

13 

630 735 

577 716 

Deputy mayor's allowance 


516 402 

276 344 

Speaker's allowance 


495 396 

465 100 

Chief whip’s allowance 


443 977 

441 453 

Executive committee members' allowances 


1 997192 

1 503613 

Coundllors’ allowances 


7 410 61D 

7 059 166 

Councillors' pension and medical aid contribution: 

- 

564 860 

540 275 



12 059 172 

10 953 567 

The Mayor .Deputy mayor, Speaker and Chief whip are full time councillors, and have 
offices and secretarial support at the cost of the Council. 

The Mayor has the use of a Council purchased vehicle for ofTicial duties. 

11 FINANCE COSTS 

Borrowings 

64 

747 330 

580 364 

Bank overdraft 

65 

22 916 

62 686 

Total interest on external borrowings 


770 248 

643 051 

12 REVALUATION RESERVE 



(Restated) 

The Council's valuators, Messrs HCB Valuators, compiled a new valuation roll 
which was implemented on 01 July 2011. 

The reveluetion surplus is reconciled as foilows: 

Balance at beginning of year 


249 323 165 

246 667 080 

Surplus arising on revaluation of properties 

Surplus arising on componentising storm water assets 

Conection of depreciation of storm water assets 

Write off against revaluation of properties 


15 695 056 

-1 824 600 

77276 803 
-52 209 491 
-984 587 

Surolus realised 

Less: Depredation recovered 


263 193 624 

22 879 963 

270 749 805 

21 426 637 


Balance at end of year 240 313 601 249 323 166 


Refer to Appendix B for more detail on properly, plant and equipment 
See also Note 49, 

The municipality has taken advantage of the transitional 
arrangements set out in Grap statemer>t No. 17. 

The municipality is in the process of fine-tuning the asset register 
records that have been painstakingly compiled. A fcmnaf physical 
verification was canted out in 2010/2011 and amendments were made where 
applicable. At present, depreciation on infrastructure and community 
assets ts based on an average useful iife using some historical 
costs recorded in somewhat out of date records. 

The componentised infrastructure exercise for the roads assets, 
electicity assets and stormwater assets is completed. 


1 3 INVESTMENT PROPERTY CARRIED AT FAIR VALUE 
Investment properly held by the municipality is as follows: 

i) land leased for cane fanning 

ii) land leased to Govemmerd Departments 
iM)land and buildings leased to sports associations 
ivjcrematorlum at Eshowe cemetery 

v) additional pieces of land leased by property owners 
vj)old scheme house in Sunny dale 

The fair value of these properties as valued by the Council's valuers, Messrs. HCB Property Valuators. 


Carrying values at the beginning of the year 


8 600 602 

6 735 002 

Cost 

L 

6 600 802 1 n 

6 735 002 

Acquisitions 

Fair value adjustment 

Fair value of disposals 

Carrying values at the end of the year 

5428 

800 100 

9 400 902 

1 865 800 

8 800 602 

Cost 


9 400 902 1 F 

8 600 802 1 


Certain properties classified as investment properties at municipal value 8 122 400 4 403 500 

Rental income derived from these properties amount to 1 197 334 1 207 029 
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14 CASH AND CASH EQUIVALENTS 

The Municipality has the following bank account; 

Current account (Primary Bank Account) 

First National Bank Limited, Eshowe Branch - Account 
No. 52 191 090 523 

Bank statement balance at beginning of year 
Bank statement balance at and of yaar 

Cash book baJanca at beginnirtg of year 

Cash and cash equivalents consist of the following: 

Cash book balance at end of year 

Petty cash 
Floats 


15 SERVICE CHARGES 

Sale of electricity 
Refuse removal 


16 ACCUMULATED SURPLUS 

Accumulated surplus/ (deficit) at the beginning of the year 
Operating (deficit)^' surplus for the year 
Appropriations for the year : 

Prior year adjustments 
Financing of acquisitions ex reserves 


Accumulated surplus/ (deficit] before transfer from rasarvaSj at end of yaar 


Transfer from reserves: 
Capital replacemerrt reserve 
Capitalisation reserve 
Government grant reserve 


Accumulated surplus/ (deficit) at end of year 


In terms of paragraph 144 of GRAP 1 , all balances in reserves and trust fond accour^ts 
that are not represented by cash, should be transferred to the accumulated surplus/ 
(deffdt) account in the statement of changes in net assets. Thera is no legislativa 
requirement to rnaintain such separate fur^d accounts. 


1 7 DEPRECIATION AND AMORTISATION 

Property, plant and equipment 
Intangible assets 


352 

350 

351 


11 

20 


2012 

2011 

R 

R 

3 917 290 
7160629 

3 245 084 

3 917 290 

4 105 810 

3 484 030 

7 496 355 

4 105 810 

24 700 

1 440 

24 700 

1 440 

26 140 

26 140 

7 522 495 

4 131 950 

44 729 680 
7297 352 

37 864 745 

6 134 421 

52 027 232 

44 019 166 

169 200 470 

1 490 532 

154 593 187 
-4 674 356 

-405 998 

-2 561 251 

170 285 003 

147 357 578 

28 306 512 

21 842 892 

19B 590 515 

169 200 470 

7 519 450 

28 691 

7 017 399 

19 740 

7 548 141 

7 037 139 
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1 8 CASH GENERATED BY OPERATIONS 

(Deficit)/ surplus far the year 
Adjustments for- 

Previous year's operating transactions 
Depreciation 

Depreciation recovered from reserves 
(Gain)/ loss on sale of assets 
Contribution to provisions - non-current 
Post retirement medical benefits 
Long service awards 
Contribution to provisions - current 
Leave 
Bad debts 
Finance costs 
Fair value adjustments 
Interest earned 
Non-operating Income: 

Inoorrte credited to reserves/provisions 
Non-operating expenditure: 

Expenditure charged against housing operating account 
Expenditure charged against provision for bad debts 
Expenditure charged against provision for leave 
Ej^nditure charged against provision for Jong service awards 
Expenditure charged against reserves 

Operating surplus/ (deficit) befPra working capital changes; 

(Increase)/ decrease in inventories 

(Increase)/ decrease in trade receivables 

(Increase)/ decrease in other receivables 

(Increase)/ decrease in VAT receivable 

Increase/ (decrease) fn unspent conditional grants and receipts 

Increase/ {decrease) in trade payables 

Increase/ (decrease) in consumer deposits 

Increase/ (decrease) In VAT payable 


cash generated by/ (utilised in) operatlone 

19 INCREASE/ (DECREASE] IN LONG TERM LOANS (EXTERNAL] 
Loans raised 
Loans repaid 


20 (INCREASE)/ DECREASE IN EXTERNAL CASH INVESTMENTS 

Investments realised 
Investments (invested) 


21 (INCREASE)/ DECREASE IN CASH ON HANC 

Cash balance at the beginning of the year 
LESS : Cash balance at the and of the year 


2012 

(Restated) 

2011 

R 

R 


1 491 173 

-4 647 370 

-406 998 

-2 561 261 

7 548 141 

7 037 139 

-2 461 062 

-671 423 

1 937 121 

1 826 782 

478 865 

1 080 017 

1 063 810 

1 430229 

1 846 094 

1 225 733 

770 248 

643 051 

*800 100 

-1 865800 

-1 667 315 

-1 073 676 

15 132 938 

24 314 043 

-21 924 

-85 202 

- 

-1 038 036 

-752 599 

-820 327 

-320 576 

-370 483 

-41 942 

-516 493 

23 796 873 

23 906 933 

-26 989 

90 225 

1 943 618 

-2 684261 

-325 768 

-1 088 346 

2 017 821 

-1 542 024 

-974 628 

1 920 272 

-2 476 303 

-2 946 174 

119415 

203 014 

-1 034 390 

1 160615 

-757 124 

-4 886 679 

23 039 748 

19 020 254 



2 575 445 

-342 816 

-329 319 

-342 816 

2 246 126 


108 004 351 

66 322 379 

-106 062 364 

-66 584 344 

1 941 987 

-261 965 


4 131 950 

3 510 170 

7 522 495 

4 131 950 

-3 390 545 

-621 760 


22 RETIREMENT BENEFITS 

The municipality's personnel are members of one of the three 
Natal Joint Municipal Pension Funds Le. 

(Superannuation, Provident and Retirement). The valuator carries 
out a statutory valuation on a triennial basis and ar; interim 
valuation on an annuel basis (the 2010 interim has been completed). 

Superannuation 

An interim actuarial valuation of the fund was carried out tor the period ending 

31 March 201 0(31/03/2009) The actuarial value of total assets was 1 54 800 000 1 54 800 000 

more (less) than the actuarfal value of liabilities for the service of 
members to that date and for pensioners by; made up as follows : 
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ForserviCAto 31 March 2010 
for pensiGnere - surplus funding level 119.8'\j 
(2009: deficil funding ievel 123.2*1) 
for members - deficit funding ievel 92.9 ',-1 
(2009: deficit funding level Od-e"..) 

The fund held an Investment Reserve at 31 March 2010 
Conclusion 

The funding level of the fund decreased from 96.8 ^p to 96.9% 

(decreased from 104,7% to 98.8%) over the valuation period 
The actuary is satisfied that the fund was folly funded and financially 
sound on the dlsoourrted cash flow method; and 
The required contribution rate for future service exceeded the 
contribution rate payable by 1.69% of pensionable salaries. 

This vwll be reviewed at the next interim actuarial valuation of the fond 

at 31 March 201 1 when the outcome of a possible 

merger with the Retirement Fund will be known with more certainty. 

Provident Fund 

The salient features of the Statutory Valuation Report on 
the fond as at 31 March 2010 were that the net market value 
Gf the fund's assets were not sufficient to fully cover the members' 
share account and to provide total reserves of 
The liabilities of the fond did not exceed the assets, resulting in a 
small surplus (or unallocated assets) of 

which represents 2.34'’: of assets, is a feafore of the smoothed bonus 
approached followed by the fond ar>d will be met from future 
investment earnings 
Conclusion 

The fond has recouped the deficit by declaring smaller bonuses after 
the valuation date. 

The Actuary is satisfied that the asset composition of the fond 
is appropriate to the nature of the liabilities and the fund was 
in a sound financial condition at 31 March 2010. 

Retirement Fund 

The saliervt features of the statuary valuation of the fund 
at 31 March 2010 are: 

The actuarial value of total assets of the fund was less than 
the actuarial value of the Irabriities for the service of 
members to that date and for pensioners by: 

Made up as follows; 

For service lo 31 March 2010 

for pensioners - funding level 1 14.6% (2009 : fonding level 119.1%) - surplus 
for members - fonding level 79% (2009 : fonding level 79.5%) - deficit 
The fund was thus funded 
The fond did not hold an investment reserve. 

With effect from OUuly 2000, local authonties commenced paying 
a surcharge equal to 2% of pensionable salaries. It was 
subsequently increased each year and is currently 
and rnembers pay 

Based on the valuation assumptions applied in 2000 the shortfall 
was expected to be folly fondad by 201 1. During the previcus 
interim valuation the actuary found that the mortality assumption 
for pensioners was not in line with actual experience and so the 
assumption was changed. Accordingly, the current surcharge is 
required to continue for a further two years after 2010 to be fully funded. 

Conclusion 

The actuary is satisfied that the self-insurance arrangement is 
appropriate for the fond. The asset composition of the fund is 
appropriate to the nature of the liabilities, the contributions 
being paid to the fund, including the surcharges are sufficient to 
meet the shortfall by 30 June 2010 and based on the revised 
assumptions, which allow for the improving pensioner mortality, 
an extension of the surcharge for a further two years is necessary 

Municipal CouncilJor<' Pension Fund 

The audited financial statements for the financial years ended 30 June 2009, 201 D, 2011 
and 2012 have not been distributed as yet, as these audits have not been completed. 
Accordingly, reliable financial formation is not available to be presented. 

23 GOVERNMENT GRANTS AND SUBSIDIES 
Equitable share grant 

Department of Co-operative Governance and Traditional Affairs 
Provincial health subsidies 
Provincial administration 
uThungulu District Municipality 

Total government grant and subsidies 


2012 

R 

366 100 000 
-213 300 000 
73 000 000 


2011 

R 

368 100 000 
-213 300 000 
73 000 000 


816 797 000 818 797 000 

17 651 000 17 651000 


-126 900 000 -128 900 000 


114 300 000 114 300 000 

-243 200 000 -243 200 000 

79.00',o 79.00*,;, 


15.35% 15 as*-, 

1.65% 1.65% 


70 

60 650 053 

50439 051 

71 

4 370123 

2 921 719 

72 

2 576 390 

3 090 436 

73 

1 551 452 

193 039 

74 

626 403 

871 616 


69 774 421 57 515 861 
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12 GOVERNMENT GRANTS AND SUBSIDIES (CONTINUE] 

Equitable share grant 

All registered indigents receive a monthly subsidy of R 80,00, 
which is funded from this grant. 

In terms of the Constitution, this grant is used to subsidise the 
provision of basic services to indigent community members. 

Opening balance 

Equitable share grant aliocatlon for the reporting year 

Operating savings in 2012 

Expenditure 

Capital savings In 2012 

Transferred to revenue 

Transfer to capital funding 

Closing balance transferred to currant provisions (Note 43) 

Provincial health subsidies 

Current year receipts - included in public heailh vote 

Conditions met - transferred to revenue 


100% 

100 % 

100 % 

100 % 

100 % 

Based on sliding scale 


Conditions still to be met - transferred to liabilities 
The municipality renders health services on behalf of the 
Provincial Government and Is refunded as follows: 

Surgical sundries 

Stores 

Equipment 

Subsistence and travel, transport and travelling 

Miscellaneous 

Personnel 

The grant has been used exclusively to fund clinic services. 
The conditions of the grant have not been met. 

There are no delays or withholding of the subsidy. 


2012 2011 

R R 


-6 818 262 
^9 515 000 
■7 497 835 

-1 092 006 
66 647 636 
7 960 380 
-12 315 437 


-5 498 933 
-58 564 389 
-5 093 268 
4 320 249 
-2 546 311 
49 439 389 
9 125 000 
-a B 18 262 


2 576 390 3 090 436 

-2 676 390 -3 090 436 


Department of Co-operative Governance and Traditional Affairs 

Current year receipts 

Conditions met - Iransferred to revenue 


4 370 123 2 021 719 

-4 370 123 -2 921719 


Conditions still to be met - transferred to liabilities 


Provincial administration 

Current year receipts 1 551 452 193 039 

Conditions met - transferred to revenue -1 551 452 -193 039 


Conditions still to be met - transferred to liabilities 


uThungulu District Municipality 

Cunent year receipts 626 403 871 616 

Conditions met - transferred to revenue -626 403 -871 616 


Conditions still to be met - transferred to liabilities 


24 BULK PURCHASES 
Electricity 


75 31 537 202 25 760 432 


ZA CAPITAL COMMITMENTS 

25.1 Commitments in respect of capital expenditure 

Approved and contracted for IB 385 310 3 375 625 


Infrastructure 

18 365 310 


3 375 625 

Communily 




Investments property 




Other 




Approved and not contracted for 

33 029 090 

29 942 365 

Infrastructure 

10 019 546 


22 61 1 098 

Community 

17 611 144 


4 480 969 

Investments property 

2100000 


220 000 

Other 

3 298 400 


2 430 300 

Totai 

51 414 40D 

33 317 990 


This oxpondHure will be financed from; 

Own resources 3 620 000 

External loans 

Government grants 47 594 400 33 31 7 990 

District Council grants 

51 414400 33 317 990 
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2012 

2011 

2S.2 Operating leases 

Coundl has concluded operating lease agreements with 
suppliers which are required to be paid in instalments 
as follows: 

R 

R 

In the year ending 30 June 2011 

In the year ending 30 June 2012 

In the year ending 30 June 2013 

In the year ending 30 June 2014 

317 865 

306 528 

Total 

317 B65 

306 528 

25.3 Finance lease liability 

Council has not concluded any finance lease agreements with 
suppliers. 



2e EMPLOYEE RELATED COSTS 



Rem urw ration of the Municipal manager 

Annual remuneration 

Performance bonus 

The contract of the Municipal Manager ended on 31 August 2011. 

279 789 

144 719 

1 033 704 
144 719 

424 508 

1 178 422 

Remuneration of the Deputy Municipal manager 

Annual remuneration 

Perfomiance bonus 

757 537 

101 S96 

727 841 
101 698 


859 435 

829 739 

Remuneration of the Director: Corporate Services 

Annuel remuneration 

Performance bonus 

694 179 

93 376 

666 967 
93 375 


787 554 

780 342 

Remuneration of the Chief Financial Officer 

Annual remuneration 

Performance bonus 

757 537 

101 89B 

727 841 
101 898 


859 435 

S29 739 

Remuneration of the Director; Protection Services 

Annual remuneration 

Performance bonus 

694 179 

93 375 

666 967 

54 469 


787 554 

721 436 

Remuneration of the Director; Co mm unity Services 

Annual remuneration 

Performance bonus 

The Director: Community Services resigned on 31 August 201 1 

201 424 

93 375 

666 967 

93 375 

294 799 

760 342 

Remuneration of the Director Engineering Services 

Annual remuneration 

Performance bonus 

694 179 

93 375 

666 967 

93 375 


787 554 

760 342 
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EMPLOYEE RELATED COSTS 
Salaries and allowances 

Contributions to U IF, group life, pensions and medical aids 

Travel, motor car, accommodation, subEjstenoe and other allowances 

Housing benefits and allowances 

Overtime payments 

Performance bonus 

Protective dothing 

Workmen’s' compensation 

Skills development levy 


Total employee related costs 


2012 

2011 

R 

R 


80 

36 467 519 

35 039 288 

81 

8 522 882 

6 290 221 

82 

2 316 582 

2 381 919 

83 

142 925 

159635 

84 

2 585 227 

2 265 074 

65 

722 016 

683 109 

87 

263 921 

403 015 

88 

419 030 

231 087 

102 

434 968 

412 592 


51 875 069 

49 866 542 


There were no advances to employees 


27 NON-CURRENT PROVISIONS 

Provision for rehabilitation of landfill site 


Balance at the beginning of the year 8 765 506 7 171 378 

Contribution to provision 1 594 128 

Impairment loss -1 232 6B3 

Expenditure incumed 


Balance at the end of the year 300 

Provision has been made for the estimated cost of rehabllitaling the 
coundl's refuse site. The estimated cost has been determined by 
the Coundl’s Director: Engineering Services, 

2B EMPLOYEE BENEFIT OBLIGATIONS 

28.1 Provision for poet retirement medical benefits 
The Council operates a defined medical aid benefit scheme for the 
benefit of its permanent employees. Post-retirement medical aid 
benefits are offered to all employees by subsidising a portion of the 
medical aid contribution after retirement. 

An actuarial valuation was earned out at 30 June 2012 and the full 
liability has been raised which relates to retired employees and 
existing employees. The main assumptions used by the actuary are: 


Discount rale per annum 


8.03% 

8.68% 

Health care cost inflation rate 


7.01% 

7.35% 

Net effective discount rate 


0.95"1, 

1.24% 

Medical benefit inflation (long term) CPI increases 


5.26% 

5,60% 

Accrued liability at 30 June 2012 

105 

9 728 891 

8 061 223 

Future - service cost 


469 429 

485 601 

Interest cost 


770 858 

669 960 

Expected benefits payments 


-273 168 

-222 192 

Actuarial loss/ (gain) 



- 

Total annual expense 


987 119 

953 369 

Projected accrued liability at 30 June 2013 


10 716 010 

9 014 592 

Total liability 

105 

9 728 891 

8 061 223 

Current portion of long term llabiirty 


-489 429 

-485 601 

Long term 


9 239462 ” 

7 575 622 


2B.2 Provision for long-servl<» awards 

The Council offers employees leave awards that may be exchanged 
for cash on certain anniversarfes of commencing service and a 
retirement gift determined by rafenence to length of service. 

An actuarial valuation was carried out at 30 June 2012 and the 
full liabiJity has been raised. The main assumption used 
by the actuary are: 


Discount rate per annum 

6.46% 

7.74‘,-o 

General salary inflation rate (long term) 

5.97^0 

6.25% 

Net effective discount rate 

0,48% 

1.40% 

Benchmark inflation (equal to salary inflation) 

4.97So 

5.25^ : 
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2012 

2011 



R 

R 

2B.2 Provision for long-service awards (continue] 




Accrued liability at 30 June 2012 

106 

2 057 440 

2 699 151 

Future - service cost 


351 742 

343867 

Interest cost 


177 716 

196 365 

Expected benefits payments 


-232 212 

-277 936 

Actuarial loss/ (gain) 


- 

- 

Total annual expanse 


297 246 

264 116 

Projected accrued liability at 30 June 2013 


3 154 686 

2 027 228 

Total liability 

106 

2 867 440 

2 699 151 

Cunent portion of long term liability 


-351 742 

-343 667 

Long term 


2 505 698 

2 355484 

Total employee benefit obligations 


11 745160 

9 931 106 

29 CONTRIBUTION TO POST RETIREMENT MEDICAL BENEFITS AND LONG-SERVICE AWARDS 




Post retirement medical benefits 

6100 

1 937 121 

1 626 782 

Long-service awards 

6101 

478 865 

1 080 017 



2 415 986 

2 906 799 


30 ADDITIONAL DISCLOSURES IN TERMS OF THE MUNICIPAL HNANCE MANAGEMENT AC‘ 

30.1 Contributions to organised local government 
KwaZulu-NataJ Local Government Association {KWANALOGA| 

Opening balance 
Council subscriptions: 

Bargaining council 

Amount paid ' current year 

Balance unpaid (Included in payables J 

30.2 Audit fees 

Opening balance 

Current year audit fees 

Amount paid - cunenl year 

Balance unpaid (included In payabJee) 

30.3 Value added tax 

VAT is payable on the receipts basis. VAT is paid over to SARS only once 
payment is received from debtors. 

VAT input receivables are shown in note 7 and VAT input payables are shown 
in note 8. All VAT returns have been submitted by the due date throughout the year 

30.4 PAYE and UIF 


101 35:629 224 016 

103 14 875 15 203 

-36B 404 -239 219 


1 410628 1 277 758 

-1 410 628 -1 277 758 


Opening balance 

Current year payroll deductions 

Amount paid - currant year 

Balance unpaid (included in payables) 


7 380 150 7 079 341 

-7 3BQ 150 -7 079 341 


30.5 Pension and Medical Aid Deductions 
Opening balance 

Current year payroll deductions and Council contributions 

Amount paid - current year 

Balance unpaid (included in payables] 

30.6 Councillor's arrear consumer accounts 

The following Councillor had an arrear account outstanding 
for more than 90 days as at 30 June 2012 
Cllr S Naicker 


Total outstanding 


Total Less than 90 days 

3 542.26 822,13 


3 542.26 822.13 


12 234 822 11 790 947 

-12 234 822 -11 790 947 


Mora than 90 days 

2 720.13 


2 720.13 


Cllr S Naicker 


Total outstanding 


Outstanding during the year of 2011/2012 
Highest amount outstanding Ageing days 

2 208.02 180 days 

2 208.0r 
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IT UNAUTHORISED, IRREGULAR, FRUITLESS AND WASTEFUL 
EXPENDITURE 
ai.1 frraaular BxPcndlturB 

fn accordance with Chapter 2, Section 8, Regulation 32, of the Local Government: 

Municipal Performanca Regulations for Municipal Managers and Managers 
directly accountable to Municipal Managers (2006): 

A perlbrmanoe bonus, based on affordability, may be paid to the empioyee, after- 

1) the annual report for the financial year under review has been tabled and adopted by 
the murticipal council; 

2) an evaluation of parformance in accordance with the provisions of regulation 23; and 

3) approval of such evaluation by the municipal council as a reward for outstanding 
parformance. 

The performance bonuses for the 2009/2010 financial year were paid on 06 July 2010. 

The annual report for the 2009/2010 financial year was tabled and adopted on 31 January 2011. 


The following performance bonuses were paid to the Municipal Manager and Directors in 
contra vention of the Municipal Performance Regulations: 

Opaning balance 
Municipal Manager 
Deputy Municipal Manager 
Director: Corporate Services 
Chief Financial Officer 
Director: Protection Services 
Director: Community Services 
Director: Engineering Services 


2012 2011 

R R 


683 109 

144 719 
101 698 
93 375 
101 898 
54 469 
93 375 
93 375 


31,2 Unautho rised expenditure 

Tenders were called for the corUract to manage the Eshowe waste transfer station 
and also to transport waste to the uThungulu regional landfifi site in Empangeni. 
The contract was awarded to Messrs Interwaste. After the award of the contract 
it was discovered that a tractor loader backhoe (TLB) is required as part of the 
operations at the waste transfer station. A TLB was not part of the original tender 
specifications. After discussions between the Director: Engineering Services and 
the contractor, the contractor proceeded with the hiring of a TLB on behalf of the 
municipality. The proper supply chain management procedures were not followed 
which resulted in this being seen as unauthorised expenditure. 

The Executive Committee at its meeting held on 05 October 201 1 resolved that 
the outstanding amount be paid to Messrs Irvteiwaste, and that disciplinary action 
be instituted against the official who instrocted fee contactor to hire the TLB. 


A grant of R500 000 was received from the Department of Co-operative Governance 
and Traditional Affairs forlhe production and marketing of gmundnuts. The grant 
was overspend by R63 083,24 during the production process. The over expenditure 
is seen es unauthorised as it has exceeded the budget capability. 

The Executive Committee at its meeting held on 14 August 2012 resolved that the 
over expenditure as at 30 April 2012 on the groundnut project be noted. 

Closing balance 


31.3 Fru Bless and wasteful expenditure 

Opening balance 

During November 2011 the Rnance Depariment received wriiien nutices to change the 
banking details of two service providers. Payments were effected to the two amended 
bank account details, it was later established that the two banking details ware 
fraudulently changed. Tha two service providers with the original banking details were 
also paid after they lodged complaints of outstanding invoices not been paid. 

The two payments were made to: 

Mthiya Labour Hire 
Mafahleni Consulting 

A case of fraud has occurred in the Finance Department with funds 
transferred by the aocountant expenditure. The fraud took place over 
a period of 1 1 months, commencing in July 201 1, however this is under 
investigation. 

Illegal funds transferred in 201 1/2012 firtanclal year 
Transfer to receivables for recovery - not condoned (Note 7) 

Closing balance 


31.4 Fraudulent revenue loss 
1. TheRofcash-RatesHsIt 

Theft of cash - Rates Hall 
Legal fees 


Received fromCouncil’sInsuranceBrokcrs- 24/10/2008 

Legal fees 20^)5/2009 

Transfer to receivables for recovery - not condoned (Note 7) 


102191.36 
169 100.92 
271 292.28 
-88 491.82 
3 676,09 
166 476,56 


2. Thefi of cash-BuU^ar StiBBt 

Theft of cash - Butcher street 

Transfer to receivables for recovery - not condoned (Note 7) 


7 651.58 
7 651.58 


406 347 


63 063 

1 151 540 683 109 


27 200 
16124 


207 725 
-2Q7 725 
43 324 
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31 UNAU-mORlSED, IRREGULAR, FRUITLESS AND WASTEFUL 
EXPENDITURE (CONTINUE) 

Status report on Incidents 

1. Theft ofcash-Rafes Haf! Account number 9099703 

Court case pending 

Balance 30/06/2011 
Legal fees 
Balance 30/06/2012 

Court case 24 October 2011 - postponed to 16 April 2012 

Court case 16 April 2012 - postponed to 04 July 2012 

Court cases 04 July 201 2, 12 July 201 2, 1 3 July 2012 and 03 September 2012 

Court case 03 September 2012 - postponed to 26 - 30 November 2012 

2. Theft of cash-Butcher Straet Accountnumber 9999616 

BaJance 30/06/201 1 
Payment 

Balance 30/06/2012 

Made arrangements to settle account in 
instalments. Debtor did not honour the 
agreement. Handed over in 2010/201 1 


186 476.49 


186 476^9 


1 853.09 
- 100.00 
1 753.09 


2012 2011 

R R 


32 RECONCILIATION OF BUDGET SURPLUS/ (DEFICIT) WITH THE SURPLUS/ (DEFICIT) IN THE 
STATEMENT OF FINANCIAL PERFORMANCE 
Net surplus/ (deficit) per the statement of financial performance 
Adjusted for: 

Fair v slue adjustments 

(Surplus)/ deficit on the sale of assets 

Increases/ (decreases) in provisions 

(Increases)/ decreases in revenue derived from tariffs 

(Increases)/ decreases in other revenue 

(Increases)/ decreases In Interest earned on external investments 

(Increases)/ decreases in government grants and subsidies received 

(Increases)/ decreases in deprecialjon recovered from reserves 

Incneaser' (decreases) in employee related cost 

Increases/ (decreases) in general expenses 

Increases/ (decreases) in contracted services 

Increases/ (decreases) in other expenditure 

Net surplus/ (deficit) per approved budget 


1491 173 -4 647 370 


699 900 
-1 873 562 
1 068 321 
-240 966 
826 366 
-489 217 
9 362 569 

-1 240 630 
-9 626 067 
667 052 
-519 221 


-1 065 BOO 
-471 423 
3 439 400 
574 031 
350 664 
-284 589 
6 739 877 
1 200 000 
-3 712 801 
-6 234 627 
-500 086 
5 027 102 


115 790 414 610 
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33 REPAIRS AND MAINTENANCE 

Buildings 
Electricity mains 
LV & HV Upgrading 
Electricity sub stations 
Fuel and oil 

Furniture and equipment 
Government grants expenditure 
Grounds (Paries and gardens, Cemeteries) 
Grounds {Recreation grounds) 

Information signs 
Office equipment 
Refuse site 
Roads and streets 
Small plant and equipment 
Speed testing equipment 
Street lights 
TrafTic signs 
Transport 

Maintenance: Air conditioners 
Maintenance: Swimming pools 
Maintenance: Rural sport fields 
Maintenance: Urban halls 
Maintenance: uroan roads 
Street Names 
Private Jobbing 


34 CONTRACTED SERVICES 
Contracted services for 
Animal pound 
. archive storage 
Bank collections 
Cleaning : Bus rank 
Cleaning Contracts 
Computer maintenance 
Grass cutting 
Insurance 
Internal audit 
Lease: Propnet properties 
Lease: Weigh bridge 
Mailing; Monthly consumer accounts 
Management system: Pre paid electricity 
Medical waste 
Pauper burials 
Performance management 
Post employment report 
Pre paid electricity commission 
Refuse removal 
Rental of office equipment 
Security: Office bearers and Council buildings 
Security: Sport fields 
Town planning 
Traffic violation system 
Valuation costs: Monthly maintenance 
Valuation costs: Second valuation process 


35 GRANTS AND SUBSIDIES PAID 

Child and Family Welfare Organisation 
Society for the Prevention of Cnjelty to Animals 
uMlalazi Tourism Association 
Zulu land Historical Museum 


2012 2011 



R 

R 

6930 

445 515 

291 138 

7050 

250 498 

247 217 

7102 

417 192 

436 665 

7010 

25126 

23 684 

7180 

1 883 710 

1 509 672 

6950 

126 973 

124 163 

7150 

580 326 

1 109 705 

6960 

155 068 

21 572 

6970 

27 755 

8 653 

7080 

6 368 

5 545 

6900 

44 014 

56 681 

6980 

- 

- 

6610 

677 739 

609 445 

7021 

110 928 

100 948 

7120 

20 425 

4 813 

7100 

189 243 

214 064 

7110 

27 688 

16 388 

7020 

741 147 

708 947 

6951 

7000 

11 101 

4 640 

7151 

1 247 636 


7152 

205 361 


7155 

2 815 677 


7090 


2 252 

7130 

3 768 

6 938 


10 013 279 

5 SOS 350 


7871 

600 000 


7856 

53 918 

10 302 

7775 

184 577 

160 802 

7830 

514 189 

215 245 

7770 

163 020 

161 090 

7845 

947 253 

541 855 

9908 

1 206 930 

1 002 201 

7850 

530 907 

519 568 

7760 

906189 

701 098 

7795 

259 787 

262 161 

7857 

275 000 

483 000 

7672 

117 328 


7840 

87 784 

38 381 

7810 

28 380 

21 240 

7820 

9 690 

1 360 

7765 

1 18 730 

90 332 

7860 

26 000 


7859 

121 382 

187 992 

7835 

4 295 616 

3 722 847 

7855 

349 390 

316 742 

7800 

4 013 665 

1 565 298 

9909 

506 414 


7780 

424 983 

478 688 

7805 

1 735 463 

1 437 930 

7785 

446 186 

328 711 

7858 


636 097 


17 921 232 

12 890 960 


6705 

65 000 

60 000 

6685 

105 000 

100 000 

6755 

175 000 

170 000 

6380 

92 450 

69 000 


437 450 

399 000 
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R 

R 

36 GENERAL EXPENSES 




Included in the general expenses are the following: 




Advertising 

6120 

524 763 

383 141 

Audit fees 

6150 

1410 628 

1 277 758 

Bank charges 

0901 

329 310 

277 122 

Bargaining Council levies 

9910 

14 875 

15 203 

Bursaries 

9902 

65 218 

83218 

Cash handling fee: Easy pay 

6652 

14813 


Chemicals 

6180 

5 042 

21 135 

Civic expenses 

6190 

120 647 

101 161 

leaning materiais 

9903 

68 559 

73 283 

Conference and delegations 

6230 

51 525 

22 680 

Council's communication (Annual report,! DP and Quarterly newspaper) 

9904 

174 033 

253 331 

Electricity connections 

6601 



Electricity; Other accounts 

6312 

436 197 


Entertainment allowances 

6335 

85860 

112 813 

Finance Managemertt Grant 

0905 

972 942 

1 175 879 

Furniture removal cost: Staff 

6711 

13 600 

42 689 

Government grants expenditure 

9906 

15 251 596 

18 127 959 

Grants and subsidies paid 


437 450 

399 000 

Housing Administnaticn 

6390 

16 270 

16 270 

Legal expenses 

6470 

966 496 

1 336 644 

Library: Purchasing of new books 

6490 

13 779 


License fees 

6630 

38 576 

35113 

Loose Tools 

6500 

55 772 

24 608 

Medical supplies 

6530 

165 724 

125 375 

Membership fees (SALGA) 

6730 

353 529 

224 016 

Pariodjcals and publications 

6570 

22 866 

83 431 

Postage 

6590 

85 198 

128 125 

Printing and stationary 

6600 

555 558 

686 181 

Publicity 

6620 

47 433 

44 571 

Rates rebates 

6792 

9 247 143 

12 297 750 

Refuse bin liners 

6650 

458 894 

567 903 

Rental of buildings 

6431 

39 200 

26 000 

Road marking 

6540 

98 547 

77 68B 

SABS: 3% charge 

6680 

41 540 

36157 

Stock losses 

6501 


120 603 

Subscriptions 

9912 

6192 

17413 

Subsistence and travel 

6740 

867 321 

574 701 

Telephone costa 

6750 

1 054 250 

1 125 506 

Training 

6710 

425 951 

411 122 

Ward committees 

6793 

21 355 

26 354 

Water and sanitation costs 

6850 

787 723 

1 372 685 

Weed eradication 

6840 

76 595 

189 601 

Other 


11 944 

53 789 



35 456 523 

41 858 086 

37 RENTAL OF FACIUTIES AND EQUIPMENT 




Included in the rental of facilities are the following: 




Community halls/ Sports Club 

5410 

130 597 

101 835 

Land for sugar cane 

5190 

1 163 148 

1 (361 234 

Road reserve 

5470 


97 

Staff houses 

5465 

72 920 

65 530 

Sunnydale house 

5490 

6 310 

6 310 

Other rentals 

5200 

122 801 

103 124 



1 515 778 

1 358 130 

38 INTEREST EARNED - EXTERNAL INVESTMENTS 




Bank 

5310 

1 139217 

634 589 

Other 


- 




1 139 217 

634 589 
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39 LICENCES AND PERMITS 

Trade licences 
Testing station fees 
Registration of vehicles 
Rank permits 


40 OTHER INCOME 

Included in the other income are the following: 

Building plan fees 
Burial faes 

Caravan parir antrance fees 

Commission on stop orders 

Electricity connection fees 

Encroachment faes 

Garden refuse removal 

Housing administration fees and Insurance 

Photocopying 

Pro paid electricity sales administration fees 

Profit on E-card sales 

Rates clearance certificates 

SETA refund on staff training costs 

Swimming pool fees 

Sundry 

Town planning 

Use of refuse transfer station 


41 GAIN/ (LOSS) ON SALE OF ASSETS 

Property, plant and equipmient 
Intangible assets 
investment property 
Other financial assets 


42 CONTRIBUTIONS TO STAFF LEAVE 

Balance at beginning of year 

Contributions to provision 

Commuting of staff leave against provision 

Balance at end of year 


43 CURRENT PROVISIONS 

Current portion of post retirement medical benefits 
Cunent portion of long service awards and retirement gifts 
Provision for leave 
Unspent unconditionaJ grants 


44 ELECTRICITY LOSSES 

Purchase of electricity (kilowatt hours) 

Sale of electricity (kilowatt hours) 

Kilowatt hour losses 
Percentage losses 

Rand value of electricity losses (5 7fl6 627 kWh x 0.67) 
Rand value of electricity losses (6 661 890 kWh x 0.99) 


2012 

2011 

R 

R 


5260 

4 035 

1 886 

5270 

2 060 141 

2 136 608 

5260 

1 244 993 

996 290 

5520 

8 597 

5 614 


3 317 766 

3 140 396 


5210 

179 216 

118 235 

5005 

142 403 

159 564 

402 

14 960 

16 759 

5080 

27 468 

24 172 

5220 

217 567 

243 949 

5300 

34 309 

32 129 

5205 

64 463 

84 684 

5450 

67 174 

66 806 

5265 

192 393 

55 606 

5555 

134 790 

83 342 

5045 

12 386 

11 121 

5070 

28 390 

14 210 

5420 

304 058 

181 372 

404 


5 732 

5075 

121 532 

186 565 

5275 

18719 


5207 

113 425 

25 155 


1 663 256 

1 309 406 

5293 

2 461 062 

671 423 



2461 062 

671 423 


2 497 339 

1 887 437 

7400 

1 063 810 

1430229 


752 599 

820 327 


2 808 550 

2 497 339 


489 429 

485 601 

351 742 

343 667 

2 608 550 

2 497 339 

12 341 706 

9 129 843 

15 991 426 

12 456 451 


55 722 760 

49 824 531 

47 060 870 

44 037 904 

8 661 890 

6 786 627 

15.54 

11.61 


3 877040,09 

6 575 271.10 


Electricity losses are caused by the following; 

1} Street lights consumptions that are not metered 

2) Municipal buildings consumptions that are not metered 

3) Tampering with electricity installations 

4) Other techr^ical losses 
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2012 2011 

R R 


45 RETROSPECTIVE RESTATEMENT OF OPENING BALANCES 
45.1 

Dun'ng the 201 1/2012 financial year, the municipality oompleted the componentised infrastructure 
exercise of the storm water assets. In order to complete the exercise successfully, 
the opening balances of the storni water assets are restated. 

The municipal ity"s accounting records for 201 1 reflect storm water assets of R79 031 993, 
(including revaluation of R77 276 803). 

In 201 1, the municipality reported: 

Appendix B: Anaiysis of property piant and equipment 


Storm water 
Cost/Reval uation 

Opening baiance 30/06/2010 2 079 745 

Under construction 

Additions 475 445 

Revaiuation 

Closing balance 30/06/201 1 2 555 190 

Accumulated depreciation 

Opening balance 30/06/2010 460 860 

Additions 71 9Q4 

Closing balance 30/06/2011 532 764 

Carrying value 30A)6/201 1 2 022 426 


APPENDIX Bi ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT (EXTRACT] (Restated) 

Storm water 
Coet/Reval uation 


Opening balance 

79 831 993 

2 079745 

Under construction 

Additions 

2 186 175 

475 446 

Revaluation 


77 276 803 

Closing balance 

82 016 168 

79 831 993 

Accumulated depreciation 

Opening balance 

52 742 256 

460 860 

Additions 

6 150 597 

71 904 

Correction 


52 200492 

Closing balance 

58 892 853 

62 742 256 

Carrying value 

23 125 315 

27 089737 

STATEMENT OF CHANGES IN NET ASSETS (EXTRACT) 


(Restated) 

Opening revaluation reserve as previously reported 

249 323 168 

224 255 866 

Revel uation of storm water assets 


77 276 803 

Surplus arising on revaluation of properties 

15 695 056 


Offsetting of depredation 

-22 879 963 


Write off against revaluation of properties 

-1 824 600 


Conection of storm water assets depreciation 


-52 209 491 

Closing revaluation reserve 

240 313 661 

249 323 166 


45.2 

In terms of paragraph 44 of GRAP 100 an entity shall present a non-current asset classified as held 
for sale seperately from other assets. To comply with this accounting standard, the opening balance 
of properties is restated. 

In 2011 the municipality reported: 

Appendix D: Analysis of property plant and equipment 

Properties 
CostiRevaluation 

Opening baiance 30/06/2010 
Disposals 

Closing baiance 30/06/2011 
Accumulated dapraclatlon 

Opening balance 30/06/2010 
Additions 
Disposals 

Closing balance 30/Q&'20l 1 
Carrying value 30/06/2011 


121 915104 
-991 500 
120 923 604 

4 837 010 
1 743411 
-6 933 
6 573 488 
114 350116 
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45 RETROSPECTIVE RESTATEMENT OF OPENING BALANCES (CONTINUE) 
APPENDIX B; ANALYSIS OF PROPERTY, PLANT AND EQUIPMENT (EXTRACTI 
Properties 
Cost/Reva I nation 

Opening balance 

Revaluation 

Disposals 

Reclassified as non'Current assets held for sale (Note 46) 

Closing balance 
Accumulated depreciation 

Opening baianoe 
Additions 
Disposais 
Ciosing baiance 
Carrying value 


2012 

2011 

R 

R 


(Restated) 

120 365 104 
16405 456 
-1 824 600 

121 916 104 

-991 500 
-536 500 

133 965 960 

120 3B5 104 

6 573 468 

2 440 172 

4 837 010 

1 743 41 1 
-6 933 

9 013 660 

B 573 488 

124 952 300 

113 811 616 


46 NON - CURRENT ASSETS HELD FOR SALE 

Carrying values at the beginning of the year 
Properly, plant and equipment 
Invesiment property 
Other assets 

Revaluation 

Canying valuee at the end of the year 
Property, plant and equipment 
Investment property 
Other assets 

MS at 30 June 2012 the Council held 10 vacant lots available for sale in 
Eshowe, Mtunzini and Gtngindlovu. The total value of these lots is 
R828 100 and it is based on the valuation values as depicted in the 
municipality's 201 1/2012 official valuation roll, 

47 CONTINGENT LIABILITY 

Hereunder follows possible liability claims where the outcome was unknown at year end: 

47.1 Escalation and haulage rates dispute, 

Messrs PMPZ Construction CC was awarded a tender to construct the 
Butcher Street extension. At the completion of the project a legal dispute 
has arisen in terms of the application of clauses within the tender/ contract 
and in relation to the application of escalation and haulage rates. Council 
is contesting the dispute. Messrs PMPZ Construction CC proceeded to arbitration. 

The arbitration proceedings are still underway. A new date for the arbitration 
hearing is awaited. The municipality has an excellent chance of successfully 
resisting the claim by Messrs PMPZ Construction CC. 


(Restated) 


536 5Q0 538 500 


538 500 


538 SOD 

269 600 

. 

828 100 

538 500 

828 100 


536 500 

- 


- 


940 000.00 


47,2 Cancellation of agreement dispute. 

Messrs Mastbambisane Business Enterprise was appointed as a contractor for 
waste management (litter collection, street cleaning and refuse collection} in 
Mtunzini. Due to rron-performance by the contractor, the agreement was cancelled. 
The contractor Is opposing the cancallalion of the agreement. After Messrs 
Masibambisane Business Enterprise obtained judgement against the municipality, 
an application for leave to appeal was successfully lodged. At present a date tor 
the hearing Is awaited. 


47.3 Judgement by default against the municipality. 

Messrs Leomal Construction obtained judgement by default against the municipality, 

for the non-payment of a payment certificate for the construction of infrastructure at Naickerville. 

The contractor has since been paid the capital amount of its claim and negotiations 

are underway for the rescission of lha judgement. 


47.4 Levied eleclricity service charges incorrectly on consumer account. 

The electricity by-laws changed in 2005. The municipality continued to raise the 
service charges or) Messrs PEC Metering"s bulk eleclricity account in terms of the 
previous electridly by-laws. An opinion had been given to the municipality. It appears 
that the municipality is liable to refund Messrs PEC Metering the incorrect charges. 


47.5 Claim for security services rendered 

Messrs Solbeth Protection and Risk Management is claiming for security services 
viriilch Is being resisted. 
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48 DISCONTINUED OPERATIONS 

With reference to the National Health Council resol ution of 24 November 2005 and the 
unsigned agreement of the irenafer of functions, staff and assets from the 
municipality to the KwaZulu - Natal Department of Health, it be noted that the 
transfer of staff of the Clinics will take place on 01 August 2012 with specific reference 
to Clause 2 of the agreement which reads as follows: 

" Notwithstanding the date of signature of the parties, the effective date of 
transfer will be 1&t August 2012." 

The financial entries would therefore only be reflected in the 2012/2013 financial statements. 


2012 2011 

R R 


49 INTANGIBLE ASSETS 


Carrying values at the beginning of the year 

Cost 

Accumulated depredation 

Additions 

Depreciation 

Carrying values at the end of the year 
Cost 

Accumulated depredation 

{tangible assets are initially recognised at cost and are carried at cost less depredation. 
The munidpality does not have any intarnaJly generated intangible assets. 


48 646 22 624 


986 771 


941 009 

-938 125 


-918 386 


26 470 45 762 

-28 691 -19 740 


46 427 48 646 


1 013 241 


986 771 

-966 816 


-938 125 


Str VARiCLiS VOTES EXCEEDED BUDGET 


The following votes exceeded the budget: 



pudget 

Actual 

VariancB 

Housing administration 

146 070 

207 685 

61 616 

Refuse 

12 049 51 1 

12 711311 

661 800 

Swimming pool 

69: 405 

728 070 

34 665 

ElecMdty administration and distnbution 

44 062495 

45 912 173 

1 849 678 

Total 



2 607 758 


Refer Appendix E (1) 
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PROPERTY, PLANT AND EQUIPMENT 

Properties 

Community 

assets 

Vehicles 

Roads 

Storm water 

Electrical 

Toolbox 

Total 

Reconciliation of carrying value 









Carrying values at 01 July 2011 

113 B11 616 

51 275 919 

5 726 836 

190131 957 

27 089 737 

40 964 216 

2 323 160 

431 343 440 

Cost 

120 386104 

57 681 151 

13 338 110 

345 806 081 

79 831 993 

66 609 204 

9 1 78 832 

692 028 476 

Cost 

Revaluation 

120306 104 

57 681 ‘151 

13 JS6 110 

.M5 806 Obi 

79 831 99;' 

eft 609 204 

9 175 832 

692 825 476 

Accumulated depreciation 

-6 573 468 

-6 405 232 

-7 609 274 

-155 674 125 

-52 742 256 

-25 624 989 

-6 855 672 

-261 485 036 

Cost 

-6 573 488 

-8 405 232 

-7 609 274 

674 1^5 

-52 742 2flA 

-25 624989 

-5 355 671 

-261 465 0S6 

Revaluation 




' ‘ 



' 


Under construction 

Acquisitions 

Increases/ (decreases) in revaluation 

15 405 456 

1 500 790 

2 531 772 

432 251 

13 603 635 

1 994 976 

2 186 175 

552 636 

1 829 237 

15 104 425 

9 527 047 
15 406 456 

Depreciation 

-2 440 172 

-1 417 474 

-1 063 238 

-16 647 856 

-6 150 597 

-1 738955 

-941 120 

-30 399 413 

Based on cost 

^>1 140171 

-1 417 174 

■1 061 236 

-16847 856 

-6 150 597 

-1 738 955 

-941 120 

‘50 369 m 

Based on revaluation 








. ■ , 

Canying value of disposals 

Cost/ revaluation 

Accumulated depreciation 

-1 824 600 

-562 

186 

-105 680 
105 680 




-369 905 
318 843 

-2 300 747 
424 709 

Impairment losses 

Fair value adjustment 


-1 232 683 






-1 232683 

Carrying values at 30 June 2012 



5 095 849 

169 082 709 

23 125 315 




133 965 960 

60 480 469 

13 662 681 

361 404693 

82 018168 

67 161 840 

10 638 164 

729 331 974 

Cost 

Revaluation 

118 560 504 
15105456 

400 469 

Tz 662 h8i 

361 40*1692 

82 0i5ie?" 

67 161 840 

10b3fe 164 

713 92^51? 
15 4i)545t; 

Accumulated depredation 

-9 013 660 

-7 822 521 

-8 566 832 

-172 321 981 

-58 892 853 

-27 363 944 

-7 477 949 

-291 459 740 

Cost 

Revaluation 

-9 0i:Aeo 

-7 322 521 

-8 506 

-172 321 981 

-58 8«2 353 

-2/ 367 9*^^ 

-7 177 949 

■291 459740 



Carrying values at 30 June 2012 



mmum 




3 160 214 
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PROPERTY, PLANT AND EQUIPMENT 

Reconciriation of carrying value 

(Restated) 

Properties 

Community 

assets 

Vehicles 

Roads 

(Restated) 
Storm water 

Bectrical 

Toolbox 

“alnl 

Carrying values at 01 July 2010 

117 07B OM 

42 204 615 

5 332 822 

205 443 643 

1 618 865 

41 191 859 

1 934 590 

414 804 308 

Cost 

121 915 104 

47 389 414 

11 846 134 

339 271 676 

2 079 745 

65 091 257 

8 200 809 

595 796 1 39 

Cost 

Revaluation 

121 SIS W 

473b94l4 

11 e-w 1?4 

339 271 676 

2 07^ 745 

HSfp9i257 

8 200 809 

5951796 i39 

Accumulated depreciation 

-4 837 010 

-5 184 799 

-6 516 312 

-133 828 033 

^0 860 

-23 899 590 

-6 266 219 

-180 991 831 

Cost 

Revaluation 


-5 

-3 515 312 

-133 826 032 

-*6P 660 

-23^99 596 


-180 9Ht Bt;l 

Under conatmclion 

Acquisitions 

Increases/ (decreases) in revaluation 

- 

2 0aa 4B9 

8 262 116 

1 488 426 

2 442 43B 

4 091 967 

475 445 
77 276 803 

1 517 948 

1 130 832 

4 530 927 
16 966 734 
77 276 003 

Depreciation 

-1 743 41 1 

-1 236 131 

-1 094 412 

-21 846 094 

-52 281 396 

-1 725 391 

-726 692 

-80 653 527 

Based on cost 

Based on revaluation 

17-tJ4r1 

-1 131 

-109/4*12 

-21 d4t U94 

-7*1904 

-1725 361 

-726 e92 

-2b 44*. 035 
-5C20P492 

Carrying value of disposals 

Cost/ revaluation 
r-vccumulated depreciation 

Reclassified as non-current assets held for sale 
Impainnent losses 

Fair value ad^JStment 

-991 500 

6 933 
-538 500 

-58 868 
15 698 

-450 

450 




-152 809 
137 240 

-1 203 627 
160 321 
-538 500 

Carryirtg values at 30 June 201 1 

113 B11 616 

51 275 91S 

6 726 836 


27 089 737 

40 984 216 

2 323160 


120 3BS 104 

57 681 161 

13 336 110 

345 606 081 

79 831 993 

66 609 205 

9 178 632 

692 626 476 

Cost 

Revaluation 


57 681 i61 


34£dl>bft91 

2 555 190 
77 276 oOS 

66 609 205 

‘1 178 8,^2: 

815 ^51 073 
77 27C 303 

Accumulated depreciation 

-6 573 488 

^ 405 232 

-7 609 274 

-155 674127 

-52 742 256 

-25 624 989 

-6 855 671 

-261 485 037 

Cost 

Revaluation 

« 57S 488 

-640C 232 

-7 609 

-155674127 

-532764 
•52209 492 

-25 624 989 

-0855 371 

-204 275 545 










Carrying values at 30 June 2011 



5 726 636 

■LMtiLliifl 

27 089 737 

40 984 218 

2 323 160 

431 343 440 
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uMLALAZi MUNICIPAU7Y 


NOTES TO THE ANNUAL FINANCIAL STATEMENTS 
FOR THE YEAR ENDED 30 JUNE 2012 
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SCHEDULE OF EXTERNAL LOANS FOR THE YEAR ENDED 30 JUNE 2012 
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SEOMEIVTAL ANALYSIS OF PROPERTY PLANT AND EQUIPMENT 
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SEGMENTAL STATEMENT OF FINANCIAL PERFORMANCE 
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FOR THE YEAR ENDED JO JUNE 2012 
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APPENDIX E (3) 


uMLALAZI MUNICIPALITY 

ACTUAL VERSUS BUDGET - BUDGET INFORMATION 
FOR THE YEAR ENDED 30 JUNE 2012 






Approved 


Final 

AUtial 



Actual 

Budget 

Adjustments 

Budget 

2011 



2012 

2012 


2012 

R 



R 

R 


R 


REVENUE 






40 566 \26 

Property rates 

1 

37 980 506 

37 364 200 

1 013 370 

38 377 670 

978 817 

Property rates- penalties imposed 

2 

679 802 

950 000 

-283 290 

666 710 

44 019 166 

Service charges 

3 

62 027 232 

46 518 830 

4 859 070 

51 377 900 

1 358 130 

Rental of facilities and equipment 

4 

1 515 776 

1 oil 300 

528 870 

1 640 170 

634 d89 

Interest earned- external investments 

5 

1 139 217 

600 000 

50 000 

650 000 

3 574 512 

Rnes 

7 

2 622 621 

4 229 610 

-833 880 

3 395 730 

3140 398 

Licences and pennits 

e 

3 317 766 

12 200 

3 285 470 

3 297 670 

57 515 361 

Government grants and subsidies 

9 

69 774 421 

55 439 420 

23 697 570 

79 136 990 

1 309 406 

Other income 

ID 

1 663 266 

5 373130 

-3 633 620 

1 739 510 

152 897 005 

Total revenue 


170 720 498 

151 498 690 

28 683 560 

180 182 250 


EXPENDITURE 






49866 542 

Employee related costs 

13 

51 875 069 

51 818 290 

1 305 350 

53 123 640 

10 953 567 

Remuneration of coundlfors 

14 

12 059 172 

11 490 610 

560 520 

12 051 130 

1225 753 

Bad debts 

15 

1 846 094 

537 380 

726 670 

1 264 250 

7 047139 

Depreciation 

17 

7 548 141 

5 262 630 

2 741 350 

8 003 930 

5 605 350 

Repairs and maintenance 

18 

10 013 279 

5 215 230 

7 086 720 

12 301 950 

643 051 

Finance costs 

19 

770 248 

36 050 

609 900 

645 950 

25 7S0432 

Bulk purchases 

20 

31 537 202 

24 371 560 

5 320 490 

29 692 050 

12 390 960 

Contracted services 

21 

17 921 232 

13 920 530 

3 333 650 

17 254 180 

2 906 799 

Post retirement medical benefits and long service awards 

22 

2 415 986 

1 011 330 

50 570 

1 061 900 

41 858 066 

General expenses 

23 

35 456 523 

39 766 330 

5 329 290 

45 085 620 

1 430 229 

Contributions to staff leave 

25 

1 063 810 

335 440 

1 150 140 

1 465 580 

-16 270 

Less Recharges 

36 

-16 270 

-12 000 

-4 270 

-16 270 

160 081 598 

Total expenditure 


172 490 486 

153 743 380 

28 410 580 

182153 960 

671423 

Gain/ (loss) on sale of assets 


2 461 062 

200 000 

387 500 

587 600 

1365 300 

Profit/ (loss) on fair value adjustment 


SOO 100 


1 500 000 

1 600 000 


Depreciation recovered from reserves 



2 256 800 

-2 256 eOO 


4 647 370 

SURPLUS/ (DEFICIT) FOR THE YEAR 


1 491 173 

212110 

-96 320 

115 790 
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Grants and Subsidies Received 
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DEVIATION FROM SUPPLY CHAIN MANAGEMENT 
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Date Supplier Item description Reason for deviation Value 

(Rand) 
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Date Supplier Item description Reason for deviation Value 

I ! I ^ (Rand) 



Page 56 


Date Supplier Item description Reason for deviation Value 

^ ^ I (Rand) 
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Date Supplier Item description Reason for deviation Value 

I ! L_ (Rand) 
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12. REPORT OF THF. AUDIT COMMITTEE FOR THE YEAR ENDED 30 JUNE 
2012 

Audit Committee and attendance 

The audit committee comprises of three independent, external and suitably experienced 
members and the Municipal Manager and Chief Financial Officer operates in terms of the 
approved audit committee charter and the Local Government: Municipal Finance 
Management Act, 2003 (Act No. 56 of 2003) (MFMA). 


Audit Committee responsibilities 

The committee has complied with its responsibilities as outlined in section 166 (2) of the 
MFMA and has also complied with its responsibilities set out in its Council approved terms 
of reference and has discharged all its responsibilities to Council contained therein to the best 
of its ability. Meetings were held on 27 February 2012, 23 March 2012. 29 June 2012 and 21 
September 2012 to deal with business relating to the 2012 financial year. 


The Municipality’s system of controls is designed to provide cost effective assurance that 
assets are safeguarded and that liabilities and working capital are efficiently managed. In line 
with the MFMA and the King II Report on Corporate Governance requirements. Internal 
Audit and the Auditor-General’s Report provide the Audit Committee and management with 
assurance that the internal controls of the Municipality are appropriate and effective. This is 
achieved by means of a risk review process, testing of controls, as well as the identification of 
corrective actions and suggested enhancements to controls and processes. From the various 
reports of the Internal Auditor, the audit report on the Annual Financial Statements and the 
management letter of the Auditor-General, it was noted that no significant or material non 
compliance with prescribed policies and procedures have been reported. 


Review of the Annual Financial Statements 
The Audit Committee has reviewed: 

• and discussed with the Auditor-General and the Accounting Officer the audited 
Annual Financial Statements to be included in the Annual Report; 

• the accounting policies and practices. 
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The committee has noted the unqualified opinion expressed by the Auditor-General in his 
report on the Annual Financial Statements and commends management on this achievement. 
The committee concurred with and accepted the Auditor-General’s conclusions and 
recommended that the audited Annual Financial Statements be adopted by the Council of the 
Municipality 


Chairperson 



61 



13. RESPONSES TO THE ISSUES RAISED BY THE AUDITOR GENERAL IN HIS AUDIT 
REPORT FOR THE YEAR ENDED 30 JUNE 2012 


PAR/ 

CLAUSE 

AG COMMENT 

RESPONSE 

IRREGULAR EXPENDITURE 

10 

As disclosed in note 31.1 to the 
financial statements, irregular 

expenditure amounting to R468 431 
was incurred during the year as a 
result of contravention of the Local 
Government: Municipal Supply Chain 
Management Regulations (GNR 868 
of 30 May 2005) (municipal SCM 
regulations). 

Council has resolved that the payment of 
bonuses to Section 56 and 57 Employees will 
only take place after adoption of the final 
Annual Report in January annually. 

Steps have been taken to comply with the 
Municipalities’ Supply Chain Management 
Policy to mitigate future irregular 
expenditure. 

UNAUTHORISED EXPENDITURE 

12 

As disclosed in note 50 to the 
financial statements, the municipality 
spent R2,607 million in excess of the 
budgeted amount as per the respective 
line votes, in contravention of Section 
15 of the MFMA. 

The amount of R2.607 million was reported 
to and approved by the Executive Committee 
of the uMlalazi Council in October 2012. 

PROCUREMENT AND CONTRACT MANAGEMENT 

22 

Awards amounting to R801 714 were 
made to service providers who are 
persons in the serviee of state 
institutions or whose directors/ 
principal shareholders are persons in 
service of state institutions, in 
contravention of SCM regulation 44. 

Declarations were received from all 
contractors who are on the Council’s 
database and if disclosures are made 
incorrectly no system can be used by Council 
officials to test the correctness of this 
information. 

Every effort is however, being made to 
establish the reliability of information 
provided by prospective tenderes / service 
providers before awarding of any contracts or 
services . 
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AUDIT COMMITTEES & INTERNAL AUDIT 

25 

The audit committee did not advise 
the council of the municipality on the 
adequacy, reliability and accuracy of 
financial reporting and information, as 
required by section 1 66(2)(a)(iv) of 
the MFMA. 

Steps are being taken to ensure that 
compliance with relevant legislation is 
adhered to. 

35 

The internal audit unit did not report 
to the audit committee on matters 
relating to compliance with the 
MFMA, DoRA and any other 
applicable legislation, as required by 
section 165(2)(b) of the MFMA. 

The uMlalazi Municipality is in process of 
addressing the capacity constraints within the 
Internal Audit Unit. 

37 

The accounting officer did not ensure 
that the audit committee promotes 
accountability and service 

delivery through evaluating and 
monitoring responses to risks and 
providing oversight of the 

effectiveness of the internal control 
environment, including financial and 
performance reporting and 

compliance with laws and regulations. 


INVESTIGATIONS 

38 

A case of fi-aud is being investigated 
relating to the unauthorised transfer of 
funds to certain bank accounts by a 
municipal staff member. The 
investigation is still in progress and 
the total amount defrauded has not 
been confirmed. 

The matter is still under investigation and 
sub-judice at present. 
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14. THE ANNUAL PERFORMANCE REPORTS 2012/20122 IN TERMS OF SECTION 46 OF 


THE LOCAL GOVERNMENT MUNICIPAL SYSTEMS ACT 32 OF 2000 

ANNUAL PERFORMANCE REPORT 
uMLALAZI LOCAL MUNICIPALITY 

2011/2012 

Financial Year 
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